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The Society of Incorporated ‘Accountants 


The fifty-ninth ordinary general meeting of the 
Society of Incorporated Accountants was held on 
May 18. The President, Mr. Richard A. Witty, 
occupied the chair, and his address appears on page 
169 of this issue, while a report of the discussion and 
of the subsequent proceedings is on page 185. There 
was a good attendance of members. The topics which 
aroused most interest were the proposals for co- 
ordination in the profession—which unfortunately - 
have not yet resulted in the agreed scheme which it. 
was hoped to submit for the approval of members— 
and the concessions to be made to articled clerks and 
special bye-law candidates whose training has been 
postponed or interrupted by war service. It was 
clear that the Council’s policy and work had the 
cordial support of the members present at the meet- 
ing. The President was able to report continued 
activity on the part of the Society’s Branches and 
District Societies, and the Research Committee, while 
the Society had submitted memoranda on various 
matters initiated by Government De ents. 

At the Council meeting held after the annual 
general meeting, Mr. Richard A. Witty was unani- 
mously re-elected President of the Society, and Mr. 
Fred Woolley Vice-President. 


The Institute’s Annual Meeting 
At the sixty-third annual general — of the 


NOTES 


Institute of Chartered Accountants, held on May 3, 
Mr. C. J. G. Palmour, the President, took the chair. 
His address was an able review of the work of the 
Institute as regards. both current problems and plans 
for the future. We should like to support on behalf 
of members of the Society the congratulations of the 
Institute to Major William Philip Sidney, a member 
of the Institute, upon the award of the Victoria Cross. 
Mr. Palmour reviewed the Memorandum of taxation 
in relation to post-war fiscal policy, prepared by a 
Committee of representatives of the accountancy 
bodies, and submitted to the Board of Inland Revenue, 
which was reflected in the Budget speech of the 
Chancellor of the Exchequer. He referred to the 
possibility of simplifying the income tax code. Whilst 
Mr. Palmour did not think that the whole system of 
assessment could be switched to a current earnings 
basis, he believed there were many parts of the system 
which could be simplified and rationalised to the 
advantage of the Inland Revenue, the business com- 
munity, and the accountancy profession. The observ- 
ations suggest a useful field of enquiry by representa- 
tives of the profession. 


It was a matter of disappointment to Mr. Palmour 
that his hopes in regard to a scheme of co-ordination 
had not yet been fulfilled—a view with which Mr. 
Richard A. Witty, the President of the oecece 


——=_=“{x[{[#={_—=T—=—V—nananac—ouE—EeEeEeEeEeEee—ee——e———————— ll o—————lSEeoo—ee————=QqXl—===[[=—S=SS—E—EE=—E=E=E]]——=[=S=[—=—S>>_>=>————_—_—_h_S====S 
PO FP frac i Pe 
h re 
Re Terie °° ae : 
a 183 
ra 172 184 
1 
ain: ae 
174 
177 
166 185 
. 178 187 
166 178 189 
... 167 189 
178 
167 179 ae . 
a a 1 ‘ 
ES eine, 8 
SSS 
_ 


166.0 _- AGCOUNTANCY | i 


entirely associated himself when he addressed the 
Sociefy’s annual general meeting on May 18. Mr. 
Palmour indicated ‘the difficulties which had arisen, 
and he still hoped that agreement could be reached. 
He specifically mentioned that the views and aims 
of the Institute and the Society are so closely similar 
that in the event of failure to reach agreement he 
would suggest the formation of a Joint Committee 
which would be able to convey to Government 
Departments and to the public the considered views 
of the two senior English bodies. In ing the 
vote of thanks to Mr. Palmour, Mr. J. of Percival 
referred to the great services Mr. Palmour had ren- 
dered during the six years he had been President of 
the Institute, and the resolution was received with 
acclamation by the whole of the members present. 


** Design of Accounts ’”’ 


Among the objects of the Incorporated Accoun- 
tants’ Research Committee is the publication of 
books on matters of practical importance to accoun- 
tants. The work of the Committee, which was 
necessarily interrupted at the beginning of the war, 
was resumed two years ago, and the first war-time 
book has just been published. This book—‘“ Design 
of Accounts,” by Mr. F. Sewell Bray, F.C.A., F.S.A.A., 
and Mr. H. Basil Sheasby, A.C.A., A.S.A.A.—has 
* been published by the Oxford University Press for 

the Incorporated Accountants’ Research Committee, 
and is intended to help not only accountants, but 
every company director and secretary—as well as 
members of the investing public. The work makes a 
notable contribution to the double object of meeting 
the public need for published accounts which must 
be intelligible as well as true, and of presenting 
accounts in such a form that m ements can use 
them as a guide to future policy. In 1937 the In- 

‘ corporated Accountants’ Research Committee began 
to ter a series of accounting forms for specific 
un 


ertakings. These accounting forms have since. 


been widely used, and, as a result of comments 
received and practical experience, have been de- 


veloped into the accounts included in “ Design of | 
Accounts.’’ The book is obtainable at the price of 


12s. 6d. net from booksellers. 


Certified Statements Required for Control 
Purposes 
The Society’s South African Northern Committee, 
Johannesburg, has evinced its continued interest in 


the practice of accountancy by its recent consideration | 


of the returns which, under the various controls set 
up by the South African Government, were required 
to be certified by auditors. Considerable difficulties 
had been experienced by auditors in South Africa 
in endeavouring to assist clients to comply with the 
regulations. Correspondence on the matter took 
place with the Transvaal Society of Accountants, and 
joint representations were made to the authorities 
requesting the desirability of consulting the profession 
before additional duties were imposed on auditors 
by formal Notices in the Gazette. The profession in 
South Africa welcomed opportunities for additional 
service and responsibility in the present circumstances, 
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but it was felt that its services could most effectively 
be rendered after consultation between all concerned 
and with the co-operation of the bodies of accountants 
in South Africa. Following negotiations, the authori- 
ties informed the profession that arrangements had 
been made whereby controllers would be able to call 
for returns and information without necessarily 
requiring that auditors should certify the returns. 


It is interesting that a‘similar question was raised 
at the annual general meeting of the Society in 
London. In certain’ cases arising from controls, 
where Government Departments in the United 
Kingdom required certificates from the profession, 
there had been consultations ; but certificates were 


- now required for a variety of purposes, and it was 
‘suggested that the matter called for the further 


consideration of the profession. As in South Africa, 
it was suggested that the Departments should consult 
with the profession, particularly as to the form and 
contents of the certificates, and whether in the 
opinion of the profession practising accountants could 
reasonably be expected to take responsibility for the 
facts required to be certified. The profession desires 
to give the utmost help to the Departments, and the 
proposal made at the Society’s annual meeting was 


‘that a communication on the matter should be made 


to the Standing Committee to be set up by the 
House of Commons to review the terms of Statutory 
Rules.and Orders issued by the various Departments. 
The President undertook that the subject should 
receive consideration from the Council. 


The Incorporated — Benevolent 

= ; 

Our next issue will contain a report of the annual 
meeting of the Incorporated Accountants’ Benevolent 
Fund, together with the report and accounts for 1943. 
The meeting of subscribers and donors was held 
immediately after the Society’s annual meeting on 
May 18. Sir Thomas Keens, D.L., President of the 
Fund, commented on the additions made to the 
Capital Fund as a provision for the needs of the 
‘uncertain future. At the same time-he hoped that 
subscriptions would be increased. The number of 
requests for assistance had fallen somewhat during the 
year, but the Trustees felt that in view of the increased 
cost of living they should endeavour to make larger 
individual grants. It is particularly gratifying that 
the children of deceased members, whose education 


has been assisted by the Fund, often keep in touch 


with the Honorary Secretary after the commencement 
of their careers, so that the Trustees are able to see 
some of the fruits of their work. Cordial messages of 
good wishes were sent from the meeting to Mr. C. 
Hewetson Nelson, the former President of the Fund, 
and to Mr. Henry J. Burgess, who was compelled by 
ill-health to resign during the year from the position 
of Trustee. Mr. Burgess had been Chairman of the 
Trustees for many years, and all connected with the 
administration of the Benevolent Fund reciate 
his sympathetic interest in the affairs every 
applicant. 
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Post-War Tax Policy 

Elsewhere in this issue we print a memorandum 
on income tax which the Institute of Chartered 
Accountants in England and Wales, the Society of 
Incorporated Accountants, the Chartered Accountants 
of Scotland and the Association of Certified and Cor- 
porate Accountants have submitted to the Depart- 
mental Committee on Post-War Fiscal Policy. The 
memorandum is a very comprehensive document. It 
sets on record the view of the accountancy profession 
that there ought not to be any major disparity 
between the commercial and taxation methods of 
computing profits, and notes that in the case of 
- income arising from trading and industrial under- 
takings the disparity is in fact considerable, with the 
assessable income almost invariably greater than the 
actual income. The suggestion is made that taxing 
designed a hundred years ago, and 
developed piecemeal by successive amendments in a 
long series of Finance Acts, with judicial interpreta- 
_ tion spread over more than twenty large volumes of 
reports, needs basic reconsideration in view of the 
unprecedented situation likely to arise at the end of 
the war. The major cause of the disparity between 
true and taxable profits, it is held, is the inadequacy 
of the allowable deductions for depreciation and 

depletion of fixed and wasting assets, and 
are made as to the principles that ought to apply in 
determining such deductions. The memorandum 
was submitted in November of last year, and the 


intervening Budget speech has acknowledged, in | 


promises of specific post-war changes, many of the 
points which are made. But Sir John Anderson’s 

proposals do not cover thé whole , and there 
are marked differences of emphasis. For instance, 
whereas the memorandum favours a differential rate 
of tax on profits retained from distribution and 
utilised in capital extensions, but finds objections to 
the acceleration of wear and tear mcr pe oo the 


Chancellor has dismissed the one proposal whilst 


adopting the other. 
Double Taxation 

There was no recognition, in a Budget statement 
whose chief importance was that it enunciated a 
more enlightened tax policy, that double taxation 
is a handicap to the development of British overseas 
trade. The British National Committee of the 
International Chamber of Commerce has filled the 
breach with the forthright statement that the pressure 
of double taxation has become so t that it can 
largely frustrate the efforts which are being planned 
to stimulate such trade. It is contended that the 
Empire relief scheme has largely failed, a because 
new taxes have been created outside the scheme, 
and immediate relief is asked for as a domestic 
reform by the British Government without waiting 
for agreements with other Governments. In support 
of this plea the Committee recalls that many trading 
nations have given statutory relief from “2 to their 
citizens who are engaged in foreign trade, and the 
conclusion is reached that “ it is preferable to sacrifice 
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e the dwindling amount of tax than to lose the trade 


and the tax.” The suggested amendment to the 
tax law is that profits which are earned overseas 
should be free of further tax in Britain until they are 
distributed in Britain to the proprietors, and that 
tax on distribution to residents in Britain should be 
limited to the excess of the British rate over the 
overseas rate of tax on the income. It is difficult 
to see how anything short of this concession, which 
is estimated to cost virtually only £6 million a year, 
can restore the competitive power of the British 
trader to trade on equal terms with local people 
or with traders of other nations whose laws relieve 
them of double tax. 


Simplified Income Tax 
After “‘ pay as you earn,” it has been suggested, 
the next step forward in the simplification of income 
tax would be to suspend the complicated system of 
tax allowances and replace these by actual cash 
disbursements from the State, thus combining income 
fax and social services into a single co-ordinated 


. system. Proposals on these lines were put forward 


in 1942 by Lady Rhys-Williams, who has now 
published a revised and amended version of her plan 
which carries the backing inter alia of Sir Walter 
Layton. Under the scheme, income tax would be 
deducted at a standard rate from aiJ income, while, 
a ee een See gen eee oe 
Os. per week for every child and at a basic rate of 
r for adults. These payments would replace old age 
pensions, insurance benefits and income tax allow- 
ances, and would be paid im addition to wages, 
private incomes or earned pensions. When the 
taxpayer is in work, the {1 would be taken into 
account in deducting tax has the effect of making 
the first £148 of income tax free. If the taxpayer 
should fall out of work, his {1 per week would be 
paid by the insurance fund. Allowances to de- 
pendants would be payments as of right, to be made 
whether the wage-earner is in work or not. 
The scheme would be financed by a standard rate 


‘ of income tax (a post-war level of 7s. has been 


assumed), together with an insurance contribution 
of 2s. per week (which compares with the present 
Is. 10d. and the proposed rate of 4s. 3d. under the 
Beveridge plan). On the conservative assumptions 
of a post-war national income of {7,200 million 
with unemployment of 1,500,000, tax revenue—with 
income tax at 7s. and Customs and Excise duties 
cut by 30 per cent. from the present level—is placed 
at £2,700 million, of which the cost of the plan (less 

on existing tax allowances and other expendi- 


saving 
_ ture) would absorb {£977 million. The reason why 


such a comparatively low rate of tax would be 
sufficient to finance so seemingly generous a scheme 
is that it effects a redistribution of income not only 
between different income groups, but also within 
income groups in favour of those with dependants 
to support, though the single man would not pay 
more than at the present rates of tax. — 
oo 
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: 9 
The Society’s Annual 
* “ 
Meeting 
The proceedings at the fifty-ninth annual meeting 
of the Society gave evidence of the progress which 
the accountancy profession is ing in two direc- 
tions—both as a profession and in professional 
technique, operating with increasing certainty and 
breadth in its social environment. 
The profession as a whole is going through the 
critical stages of a unifying movement, typified both 


by proposals for co-ordination between the leading 
accountancy bodies and by the increasing desire that 


“all members, whether in practice or in industry, 


should be regarded as being members of the profession 
and should take their part in its work. While it is 
greatly to be regretted that agreement has not yet 
been obtained on all points in relation to co-ordin- 
ation, there is much to be gained from close co- 
operation between the Institute and the Society, 
and between members in practice and in industry 
—co-operation which has already been most fruitful 
and which may lead in time to that co-ordination of 
the whole profession on which our hearts are set. 
Interesting developments are evidenced by many 
passages in the President’s address. The contacts 
which are being established with the Universities 
should do much to remove the present deficiencies of 
our system of training, and should in time establish 
a systematic and growing body of practical knowledge 
available for the whole profession. The work of the 
Research Committee has the same broad objective in 
view. As the President has said in his Preface to 
the recently published book, Design of Accounts, 
members of the profession are increasingly feeling 
their obligation ‘‘to promote the effective use of 
accountancy methods not as a mystic science, but 
as a practical and intelligible technique.” It is in 
this direction that accountants can render great 
service to Government Departments, as Government 
Departments have not been slow to recognise during 
the past year. On such subjects as Post-War Fiscal 
Policy, Company Law, Post-War Finance of Small 
Businesses, and Management, the Society has been 
asked to express its views ; and it is satisfactory that 
in his recent Budget statement, the Chancellor of 


the Exchequer was so largely moved by the consider- - 


ations which the Joint Committee of accountancy 
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bodies had in mind in preparing its notable memo- 
randum on post-war income tax. : 

The President referred to a conference of repre- 
sentatives from all parts of the country with the 
Council ; the conference was held on the day following 
the annual meeting, and both practising and non- 
practising members participated. There was a fruitful 
exchange of views at the conference, including a 
discussion on the position of members who are indus- 
trial accountants and of members in the service of 
professional firms. The proceedings indicated much 
vitality in the Society’s Branch and District Organ- 
isations, and a happy spirit of co-operation between 
the representatives and the Council. 

Another post-war problem will present itself to the 
accountancy profession, which after the War will 
commence to feel the effects of the new Education 
Bill. The raising of the school-leaving age, combined 
with the results of a lower birth-rate, will eventually 
reduce the number of juveniles in employment, while 
an increasing proportion of boys and girls will pass 
to the Universities. For the professions, as well as 
for industry and commerce, it will be necessary to 
offer improved methods of training and an expanding 
field of useful professional occupation at a high 
level. 

The President indicated the proposals before the 
Council to give assistance to members and prospective 
members returning from the Forces. The steps 
already taken in their interests have three objectives 
in mind—first, that the profession to which they 
return should be co-ordinated and healthy ; secondly, 
that everything possible should be done to make the 
return as easy as possible ; and thirdly, that the ex- 
perience and training inevitably lost through the years 
of war should be made good. It was appropriate that 
concessions should be made in the normal rules of 
admission to the examinations, and the recent 
announcement by the Council will be appreciated by 
those whose training has been interrupted. But taking 
the long view, facilities for making good the training 
lost are of greater importance. It is satisfactory, 
therefore, that arrangements are under consideration 
for using all available educational resources for the 
needs of those whose return from the Forces the 
whole profession will so much welcome. 

Members of the profession will have heard with 
pleasure that Mr. Richard A. Witty has: been re- 
elected President of the Society for the third success- 
ive year. It is no accident that the progress recorded 
at the Society’s annual meeting has taken place under 
the Presidency of Mr. Witty. In these war years, 
with their special difficulties and opportunities, the 
Society has been fortunate in its leaders, and all 
Incorporated Accountants are under a special debt 
of gratitude to Mr. Witty for his devoted work, and 
particularly for his leadership in such matters as 
co-ordination. The circumstances of war have made 
impossible the social functions which Mr. and Mrs. 
Witty would have graced, but these difficulties have 
not prevented the President keeping in the closest 
touch with individual members and with the Branches 
and District Societies on whom so much of the future 
of the profession will depend. 
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— The President’s Speech 


:3 Hag remap FD dm praia op dpnteny me Witty, President of 


I have pleasure in moving the adoption of the 
fifty-ninth annual report.and accounts. Once again 
the report is in the skeleton form which is necessitated 
by the demand for paper economy. It cannot pur- 


port fully to reflect the many activities of the Council 


during the year 1943, and it becomes necessary for 
me to enlarge upon some sections of our work in 
this address. For the fifth year we meet whilst 
our country, with the Dominions and its Allies, is 
engaged in the greatest war of all time. Whilst the 
future may be certain in our own minds, we will only 
express the hope that by next year the cloud of war 
may have been dissipated in part, if not altogether. 

During the year I have communicated with all 


our members who are known to be prisoners of war. . 


I am glad- to say that the examinations were held 
in prisoner of war camps, and it is a tribute to British 
courage and to the character and tenacity of the 
men themselves that most of them passed. I 
acknowledge the valuable co-operation of the Red 
Cross and St. John War Organisation and the 
i advice of Miss E. Herdman, who is mainly 
He oe sr 9 for the arrangements. Equally, we are 
bted to qualified members of the profession who 
ant prisoners of war and who have organised the 
tuition classes ; I shall arrange for a communication 
to be sent to them from this meeting. 

With great regret I have to report further losses 
of members and students on active service duri 
the year and I extend the heartfelt sympathy of a 
members of the Society to their. relatives. 


Branches and District Societies 


Many of our District Societies have been able to 
resume their activities in some measure during the 


past year. The Council fully realise the difficulties — 


in which all district organisations are placed, but 
they have urged the local Committees to take every 
possible opportunity of resuming personal contact 
with their members. As President, I have had the 
pleasure of visiting some Districts and shall be 
visiting others during the next two or three months. 
It is anticipated that the District Societies will be able 
to play a helpful part in the rehabilitation of the 
members teens from war service, and to that end 
they are all their tions. ~ 

I would like 7% mention the Society’s Scottish 
Branch, of which Mr. James Paterson, a member of 
the Council, has been Secretary for thirty-eight years. 
We are glad to see him here to-day. Unfortunately, 
restrictions on travel have prevented our recei 
visits from members of our Branches in Ireland 
overseas, but we are grateful to the Honorary 
Secretaries and Committees for keeping us informed 
and for their continued interest. Equally, we look 
forward to resuming contacts with professional bodies 
in the British Dominions and the United States. — 


at the Annual General Meetsng on May 18. 


Research Committee 
The members of- the Research Committee have — 
been ed on various matters of current and 
future interest and have made valuable contributions 
to the columns of Accountancy. The volume on 
the “ Design of Accounts ’’ has now been published. 
Great difficulty has been ie war enced in getting this 
work through the press, but it. was considered 
desirable to make the necessary special effort, and 
I am confident that all who read the work will 
endorse our judgment. The future programme of 
the Research Committee is ambitious, the 
of the Committee is active and the ultimate results 


_ of its work will, een eee 


fession as a whole. 


Post-War Problems ; 

A special Committee of the Council has been 
considering, and is still considering, the many difficult 
problems which must arise on general demobilisation. 

Some of these problems have already arisen in the 
case-of men who have been discharged from the 
Forces for one reason or another. In the last issue of 
AccounTANcy the Council published the concessions 
to be made to articled clerks and bye-law candidates 
who had commenced their careers in the accountancy 
profession before enlistment. The Council felt it 
was n to deal as generously as possible with 
all candidates whose training had suffered inter- 
ruption by their service to the country in whatever 
form but, at the same time, to ensure in the interests 
of the candidates themselves that proof shall be — 
given of fitness for the qualification of Incorporated 
Accountant before membership is granted. Briefly, 
the time spent by articled clerks in the Forces will 
be considered as equal to two years of their training 
in the case of five-year articles and to one year 
in the case of three-year articles for graduates. 


_ Thus, the articled clerks will only be called upon 


to prove actual professional training of three years 
or two years. In addition, they may be exempted 
from the Intermediate Examination but must, in 
every case, pass the Final Examination. In the 
case of ‘special bye-law candidates, the requisite 
periods of actual Solealina service are reduced to 
five years in ordinary cases and four years in the 
case of a graduate. 

The position in regard to men who, having served 
in the Forces, may desire to enter the profession, 
presents greater difficulties but demands equally 
sympathetic consideration, having due regard to the 
position of the profession as a whole and bearing in 
mind the right of all demobilised men previously in 
the profession to return to the positions they held 
before joining the Forces. It is intended that the 
new entrants shall pass or obtain exemption from 


. the Preliminary Examination and shall sit for both 


the Intermediate and Final Examinations. Con- 
cessions, however, may be made in the normal rules 
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for exemption from the Preliminary. The Examina- 
tion Committee will be empowered in suitable cases 
to call upon the candidate to sit for a modified 
preliminary test, plus a personal interview by the 
examiners. The written test in such cases will be 
of such a nature as not to demand specific study. 
These candidates will then be ted a reduction 
in their period of training to the extent of their full-. 
time war service but subject to a minimum of three 

’ articles or six years’ professional service under 
the Special Bye-Laws—one year less in either case 
if the candidate is a University graduate. 

_ An equally important problem arises with regard 
to the help that can be given to members who have 
been away from the profession on war service for 
several years and have thus lost touch, for the time 
being, with professional subjects. They will need 
refresher courses, or, perhaps, the better word would 
be “reminder” courses, to bring back to their 
memories the knowledge which has been in abeyance 
during their war service. The circumstances in these 
cases will greatly and will be complicated by 
the fact that while some returning members may 
wish to devote a short full-time period to their 
studies, others may prefer to take a course whilst 
engaged in their resumed activities. It is hoped that 
the Society may be able to arrange a short series of 
reminder courses for those who can only devote the 
minimum time for the purpose. Many other bodies, 
including commercial schools, technical institutes and 


private coaches, are a for longer and varied 
courses of this character. It is anticipated that 
before general demobilisation takes place there will 
‘be some measure of co-ordination between the 
various schemes so that information can be given 
to members in all parts of the country. The whole 
of these problems will continue to receive the most 
careful consideration from the Council and its Com- 
mittees. To members, articled clerks and examina- 
tion candidates now with the Forces, I can extend 
an assurance of welcome upon their return and of 
the personal help of their fellow members, many of 
whom have already offered their services. 
The Profession and the Universities 
Apart from immediate post-war needs, we have 
been thinking whether, in co-operation with the 
Universities, the profession may be able to link 
University education with subsequent professional 
training for articled clerks and Special Bye-Law 
candidates. We have had the advantage of con- 
versations with a Sub-Committee of Vice-Chancellors 
of the Universities who have shown a receptive 
spirit and who are willing to co-operate with the 
profession as we are with them. The Chairman of 
the Sub-Committee is Sir Arnold McNair, Vice-Chan- 
cellor of Liverpool University, whom many of us 
remember as a Fellow of Caius College, Cambridge, 
where we held Courses in pre-war years. I acknowledge 
the great interest which Mr. Bertram Nelson has 
taken in the promotion of these promising proposals. 
Industrial Accountants and Non-Practising 
Members : 
A conference will be held in this Hall to-morrow, 
when representatives from all parts of the country 


- importance. 


June, 1944 


will meet to discuss poe affecting members 
generally, and a part of the time will be devoted to 
matters particularly affecting industrial accountants 
and those engaged in the offices of practising 
accountants. It would hardly be right for me to 
predict the outcome of this conference, but I can 


_ safely say from a perusal of the agenda that the 


delegates are not only concerned as to what the 
Society can do for them but are equally concerned 
as to what they can do for the Society. With that 
spirit prevailing, we may expect definite benefits to 
arise from the conference, and a continuation of the 
harmonious relationships which have existed between 
the Council and the members of the Society for 
nearly 60 years. Let me add that the delegates are 
invited to speak perfectly freely, even though their 
views may appear somewhat revolutionary, because 
the Council look upon this meeting as an occasion 
when they can ascertain what is passing through 
the minds of members throughout the country. 


Co-ordination in the Accountancy 
Profession 

The Council regret that it has not yet been possible 
to submit to the members a general scheme for 
co-ordination within the accountancy profession. 
During the past year some definite progress has been 
made. We arrived at the point wherethe Joint Com- 
mittee were able to submit their proposals to the 
respective Councils for general approval in principle, 
but we have not yet passed that particular hurdle. 
Negotiations are proceeding at the present time, and 
we still hope that a common standpoint may be 


- reached. But we must face the fact that if, unfor- 


tunately, agreement should not be attained, it will be 
impossible to proceed with an agreed measure, which 
is the only form of Bill that can have any hope of 
passing through Parliament in the near future. If it 
should not prove ~~ to arrive at a solution, your 
Council will not be willing to sit back in their easy 
chairs and say nothing can be done. They will en- 
deavour to prove that co-ordination between two or 


_more bodies is possible where there is a complete desire 
te. The Council will continue to press the. 


to co-o 
whole idea of co-ordination but will be prepared for the 
time being to embark on a partial and voluntary 
scheme with the Institute, whose views on all matters 
correspond to those of the Society. We may find, 
therefore, that our labours may result, meantime, in a 
Joint Committee representing Chartered and Incor- 
porated Accountants in England and Wales, without 
the wider scheme of complete co-ordination for the 
whole profession. But this wider scheme will remain 
the ultimate goal for which we shall aff strive. 


National Service Acts 

The Accountants’ Committee has kept in close 
contact with the Ministry of Labour throughout the 
year and has dealt with applications for further 
deferment of men engaged in vital work of national 
Mr. Walter Holman has continued: to 
act as Vice-Chairman of that Committee and I am 
sure we should all like, once again, to express our 
indebtedness to him, to the Chairman and to the 
other members of the Accountants’ Committee. 
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_ Assistance to Government Departments 
Committees—of the Council and other members 


~ have devoted a considerable amount of time during 


the past year to various matters initiated by the 
Government of the country :— 
Company Law Committee—A Committee of the 


Society sat under the Chairmanship of the Vice-. 


President, Mr. F. Woolley, and eventually submitted 
a memorandum to the Company Law Amendment 
Committee of the Board of Trade under the Chair- 
manship of Mr. Justice Cohen. That memorandum 
and the oral evidence will be available to members. 
The thanks of the Society are due to the members of 
the Sub-Committee, and particularly to Mr. E. 
Cassleton Elliott, Past President, and Mr. A. Stuart 
Allen, a member of the Council, who appeared before 
the Committee on behalf of the Society. 
Taxation.—In conjunction with other accountancy 
bodies, members of the Council sat on a joint Com- 
mittee which met at the request of the Board of 
Inland Revenue and submitted to the Board a 


memorandum dealing particularly with post-war - 


relationships between the commercial world and the 
taxation authorities. 

Management.—A conference was recently held 
with a view to arriving at some degree of co-ordination 
between the various management bodies in this 
country. The Society was represented by Mr. C. A. 
G. Hewson, who will continue to watch this matter 
and to give any assistance that may be possible, 
particularly as to the help which the accountancy 
profession may be able to give in the solution of 
the many problems which face the management 
world. 

Finance of Small Businesses—A memorandum 
was also prepared on behalf of the Society and sub- 
mitted to the Board of Trade, dealing with possible 
methods of financial help to small businesses in the 
post-war periods. 

P.A.Y.E. and the Budget 


The introduction of the P.A.Y.E. system marks 
a new epoch in taxation in this country and, having 
regard to the difficulties of such a scheme and the 
multifarious circumstarices which had to be con- 
sidered, it may fairly be said that the proposals 
have been launched and accepted with a minimum 
of friction. 'We must not overlook the fact, however, 
that some of the anomalies will only come to light 
gradually — the ensuing year. Incorporated 
Accountants do all that lies in their power to 
assist the Revenue in overcoming further culties 
and removing anomalies. The Budget recently 
introduced by Sir John Anderson as Chancellor of 
the Exchequer created a record in the sense that, 
in the middle of a world war, it imposed no new 
taxation. We may, perhaps, console ourselves 
with the thought that the limit of taxability has been 
reached and has been borne with a comparative 
cheerfulness by all sections of the community. The 
Chaneellor is to be congratulated on his bold pre- 
vision of the circumstances which will il after 
the war and the measures he has indicated to assist 


' industry in the transfer Bod we reanw production. 


The small increase in all other than profit 
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standards, for E.P.T. will meet some of the 
criticisms which had been levelled against the tax, — 
but it is a matter for regret that the Chancellor did 
not take the opportunity of removing the many 
expressed doubts about E.P.T. post-war repayments. 


E.P.T. Post-War Repayments - 

The present position is unsatisfactory and there 
seems no reason why it should not be clarified. It 
will be remembered that, under the Finance Act 
of 1942, it was provided that repayments should be 
made upon such conditions as Parliament might 
eventually determine, such conditions relating to 
the distribution, application or capitalisation of 
profits for the benefit of shareholders whether by 
the payment of dividends, by the issue of bonus 
shares or debentures, or by any other means what- 
soever. The conditions suggest an almost impos- 
sible differentiation between one company and 
another and between companies, on the one hand, 


- and private individuals on the other. Any repay- 


ments will provide cash which would otherwise have 
to be found by shareholders either from revenue or 
capital and, if it is to be assumed that no repayments 
shall be available directly or indirectly for the benefit 
of shareholders, there is more than a ibility that 
the ultimate conditions will be an ost complete 
negation of the awa of repayment of any E.P.T. 
Many millions of pounds are involved, the difficulties 
can be largely foreseen and payers of E.P.T. at 100 per 
cent. should not be left in doubt. — 


_ . Conclusion 

Throughout the year a big demand has been made 
upon the time of Council members, who have not 
hesitated to call upon the services of other members 
of the Society who were particularly qualified to help 
in the matters under review. A still bigger demand 
has been made upon the time and energies of our 
Secretary, Mr. Garrett, and his staff. So far, Mr. 
Garrett appears to have flourished in health and 
spirits on the additional work and strain which he 
has had to carry, but it is, perhaps, as well for us 
all to remember that there may be a limit even to 
his endurance. I want also to make special acknow- 
ledgment of the assistance Mr. Garrett receives from 
Mr. Fay and Mr. Freeman, who are well known to 
most of you. In conjunction with his work as Chief 
Clerk to the Society, Mr. Fay combines the arduous 
duties of Secretary of the London Students’ Society. 
His conspicuous success in that capacity, even under 
war-time conditions, has been a very great benefit 
to the whole Society. The women members of the 
staff have been affected, as in all other business 
organisations, by the attentions of the Ministry of 
Labour, and the staff now includes part-time workers 
as well as full-time workers. Incidentally, they take 
their turn with the Hallkeeper and Housekeeper at 
fireguard duties at this Hall and have rendered con- 
spicuous service to the Society in that direction, ser- 
vice which I must not particularise more specifically ; 
but to all of them our thanks are due, and I should like 
to take this opportunity of publicly acknowledging 
at our annual meeting our debt of gratitude to Miss 
Derry} Miss Leeper and Miss Page. 
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Summary of a lecture delivered by the Right Hon. Sir Walter J]. Womersley, ].P., M.P., Minister 
of Pensions, before the Incorporated Accountants’ Students’ Soctety of London.. 


Mr. Richard A. Witty, President of the Society of Incorporated Accountants, occupied the chair. 


The Ministry of Pensions was constituted by Parlia- 


ment in 1917, to be responsible for awarding compen- 


sation for death or disablement resulting from service 
in the fighting forces in the last war. There were still 
some 864,000 beneficiaries on the books in September, 


1939. Two Acts of Parliament were then passed, 
making the Minister of Pensions responsible for com- - 
- pensation in respect of disablement or death arising 


during the present war, not only for members of H.M. 
‘Forces and their dependants, but also for members 
of the mercantile marine, the civil defence services 
and the civilian population who might be injured 
or killed as.a result of enemy action. This was a 
very much wider field than had been covered before, 
and in many ways the problem was different. It 
has always been the Government’s policy to avoid 
hardship, and with this object in view a number 
of expedients have been adopted. 

So far as the fighting services are concerned, the 
Service Departments continue to pay service allow- 
ances for a considerable period after the date of the 
casualty, and this gives the Ministry time to get to 
work with the assessment of compensation. There 
is no such buffer in the case of persons working for 
private employers, and for them special arrangements 
have been made to get compensation into payment 

romptly. Application forms are dispensed with so 
ar as is reasonably possible. The Ministry consider 


- the case of every man or woman who leaves the > 


Services, without requiring an application. When they 
hear of an air raid disaster, their officers at once visit 
the spot, make immediate temporary payments to 
widows, help them to complete their application forms 
and direct the injured to the office charged with 


_ making immediate payments to the disabled. Similar 


service is rendered at ports on the arrival of a ship 
with repatriated prisoners of war or disabled seamen. 
Within a few hours of the outbreak of war Ministry 
staff were trying to trace the widow of a merchant 


. seaman who had lost his life by enemy action. She 


was found and her pension was in payment within 
four days. 

Every opportunity has been taken to give publicity 
to the schemes administered by the Department, 
but people are still found who are ignorant of the 
edi which has been made for them. Complaints 

ve been made by people who have not been awarded 


’ pensions. On the other hand,-the Ministry have 


received many grateful letters. Some recipients have 


. relinquished their pensions to help the country in 


the present crisis. 

The Ministry also administer the War Service 
Grant scheme for supplementing family allowances 
to the dependants of members of H.M. Forces. The 


_ beneficiaries under this scheme number well over half 


a million. i 


Financial Powers 


' Statutory authority is given in general terms by — 


the Personal Injuries (Emergency Provisions) Act, 
1939. The Minister, after consulting experts on 
technical points, formulates pro which he 
considers fair. The scheme is put into legal shape by 
the Ministry’s advisers, and after approval 
by the Treasury is laid before both Houses of Parlia- 
ment. The scheme must make specific provision for 
all the numerous classes of people concerned, with 
the conditions of their eligibility and the amount of 
their compensation. The degree of disablement is 
measured by a percentage scale drawn up with the 


help of the highest medical opinion in the country. 


The preparation of schemes is not a simple matter. 
A claim may arise out of service in H.M. Forces, 
the mercantile marine, the lightship services, the 
pilot. services, the National Fire Service, or civil 
defence ; or the person killed or injured may be a 
member of the civil population going about his 
business in the ordinary way. Consideration must 
be given to the same problems as under the Work- 
men’s Compensation Act, ¢.g., whether the accident 
occurred on duty, whether there was gross negligence 
or misconduct, whether the disease was constitutional 
or due to service, and whether any third party was 
in any way responsible. These and other difficult 
questions must be considered by the Ministry’s 
staff, which has in the main been recruited since the 
outbreak of war, and payment of compensation must 
begin at the earliest possible moment. 


Payment of Pensions 
When the amount of pension has been assessed, a 


_ ledger sheet and a number of other documents are 


prepared in one operation. The ledger sheet is the 
permanent record of payments to be made over 
many years. The other documents comprise notifica- 
tions of the award to the Ministry’s local office, to 
the Statistics Branch and to others concerned. The 


ledger sheets are collected into books, and these are — 


arranged in a number of “‘ issue blocks,”’ one for each 
month. This enables the issue of renewal books to 
be spread evenly over the year. The pensioner receives 
a book of pension orders, which he can cash at any 
post office which he chooses to nominate. A different 
procedure is applicable for pensions in respect of 
officers, which are paid through H.M. Paymaster- 


-General. The Ministry also has to arrange for the 


payment of pensions in the Dominions and in foreign 
countries. The staff maintained is just sufficient to 
ensure that the normal work goes smoothly, but any 
general revision of rates throws a heavy burden on 
them. : 

Many of the pensions and allowances are subject 
to considerable variations. Some disabled persons 
get better, others worse, children reach the pension- 


able age limit, widows re-marry or reach the age of 


: tie 
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40—these and other domestic circumstances lead 
to adjustments in the amounts to be paid. 

A recent concession has been the payment to war 
widows with children of a supplement to their pen- 
sions based on the rent and rates. This has added 
considerably to the work, as it necessitated the 
examination of many varying types of tenancy 
agreements, involving questions of part occupancy, 

rovision of furnishings, fuel and light, and sub- 
tting. Rules of assessment had to be introduced 
to give equality of treatment. In the space of a 
month or two the work was done, the assessments 
made, and many thousands of supplements in pay- 
ment. 
Treatment and Welfare 

The side of the Ministry’s work concerned with 
treatment, training and rehabilitation is in the hands 
of experts. After the last war the Ministry arranged 
with all the principal voluntary hospitals for the 
admission of ex-Service personnel, and, in addition, 
set up a hospital establishment of its own, which 
was continued on a reduced scale till the outbreak 
of the present war. The number and size of units 
has now had to be increased to meet current needs. 
The maintenance of hospitals opens up a separate 
field of financial and accounting work. A system 
of commercial accounts is maintained, which shows 
in detail the cost per patient per day in all the 
Ministry’s hospitals. The Ministry’s tropical diseases 
clinics have added a good deal to our knowledge 
of tropical diseases, and one hospital had a world- 
wide reputation for facial surgery. The Ministry’s 
limb-fitting service—generally r i as the 
finest in the world—has now been made available to 
industry. Considerable success has been attained 
by the Optical Appliances Depot, which provides 
spectacles and artificial eyes for the Forces. The 
Depot also supplies the American Forces, whose 
skilled operatives work side by side with our own, 
using the Ministry’s equipment and material. Under 
the Lease-Lend agreement all accounting between 
the two Governments is dispensed with. 

War orphans are a special responsibility of the 
Ministry of Pensions. Wherever possible they are 
placed in suitable homes, and every effort is made 
to see that the loss of their parents shall not be a 
handicap to them in their future life. iy 

All this welfare work involves a good deal of 
finance and accountancy, including the payment of 


salaries, wages and allowances, and the maintenance > 


of supplies. 
Trusteeships 

The Minister is the principal trustee of the King’s 
Fund, which has disbursed approximately {1,500,000 
in supplementation of assistance given under official 
regulations in connection with service in the Great 
War, and of the King’s Fund (1940), which covers 
both the Great War and the present war. Grants 
are usually designed to enable the recipient to make 
his own way, e.g., by the provision of tools, education 
or training. ‘ 

Many of the pensioners are able to save, and under 
the Pensioners’ Savings Scheme the Ministry arranges 
to make deductions from their pensions and,to place 
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the amounts in a Savings Bank or in National Savings 
Certificates, erat 

Other trusteeships arise in connection with the 
affairs of the children for whom the Minister acts as 
guardian. Sometimes the pension accumulates, and 
some of the children have funds of their own which 
have to be looked after. Again, some pensioners 
unfortunately are unable to manage their own 
affairs, and they have asked the Ministry to look 
after their savi and investments. Separate 
accounts must be kept for all these people. 

pee Accounting See 

The great bulk of the payment work is dealt wi 
centrally, but millions of transactions are carried out 
by local officers in the provinces and by the Ministry’s 
agents all over the world, so that, in addition to the 
central accounting organisation, the Ministry has to 
provide for several types of branch accounts. Some 
of the payments are made in local currencies, although 
the bulk are in sterling. Many of the accounts, 
coming from abroad, are late in arrival, and the 
accounts for the financial year ending March 31 
cannot be closed until September 30 in each year. 
In the central accounting branch all the transactions 
must be brought together, classified and allocated 
to the appropriate sub-heads of the x gage, 
Parliamentary. Vote and the Vote of Credit. e 
Appropriation Account can then be prepared, 
bringing all expenditure into relation to the estimates 
approved by the House of Commons. This account 
is produced to the Comptroller and Auditor-General 
in order that he may satisfy the House of Commons 
that the expenditure of the ent has been 
properly accounted for and is suitably covered by 
the Royal Warrants or by Treasury authority. © 

Each Government Department has an Accounting 
Officer, who is personally responsible for every penny 
of money spent. It is his duty to satisfy himself, by 
such audit or internal check as he considers n ° 
that expenditure is properly incurred and that there 
are adequate safeguards against internal and external 
fraud. That is no light responsibility in a Department 
where the expenditure runs into scores of millions of 

unds, After the Comptroller and Auditor-General 
ae certified the Appropriation Account, the Account- 
ing Officer must attend before the Public Accounts 
Committee of the House of Commons, and answer 
any questions that they may ask. The observations 
of the Comptroller and the Auditor-General are 
available to the Committee, who thoroughly sift 
the facts and make recommendations where the 
actions of the Department have been criticised. 

The control of the Accounting Officer must be 


' applied consistently throughout the year. For this 


purpose an audit staff is maintained, who make test 
checks to ensure that there is no irregularity in awards, 
wage and salary payments, contract payments, and 
the accounts of the local offices. Records must be 
kept closely up to date so that estimates and statistics 
may be furnished to the officers charged with formula- 
ing policy.. There is a great deal of actuarial and 
statistical work, and this is of great interest, as it 
relates to hundreds of thousands of different types of 


beneficiaries. 
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Post-War Fiscal Policy 


are extracts from a Memorandum prepared jointly by the Councils of the 

rtered Accountants in England and Wales, the Chartered Accountants 
countants and Auditors, and the Association 
and Corporate Accountants. ~ 


TAXATION 


The followi 
oY cooled; oe tee at ated 
nco ri 
of Certified 


In response to the announcement made by the late 
Chancellor of the Exchequer in the Budget speech of 
April, 1943, a joint committee of these bodies considered 
post-war fiscal policy in relation to income tax as 
applied to commercial and industrial profits, and the 
memorandum is based on the collective experience of 
their members. 

Regard. had been had, inter alia, to (a) the extent to 
which the cost of replacing fixed assets is not at present 
allowed in computing profits ‘ wes the adequacy Phe 
present depreciation (wear an allowances 
whether the case of buildings and leases is a material 
factor; (c) whether obsolescence claims have been 
refused on too narrow grounds, or not put forward 
because of this difficulty ; (d) whether disallowance of 
development expenditure, and of such matters as 
patents, is a material factor. 

The accountancy profession wishes to place on record 
its view that past experience on these points is not likely 
to afford any sound basis for a suitable system of taxa- 
tion after the war. During the war many businesses 
have been in a state of suspension, or have been engaged 
on production of an abnormal character; plant and 
machinery has been disused, or, in some cases, over- 
~waliedae on war production ; it follows that in the post- 
war period the need for replacement by up-to-date 
machinery will be greater than éver before. Some 
overseas markets have been lost, and the discovery of 
new markets and the capacity to produce for them in 
competition with exporters in other countries will 
necessitate a complete overhaul of the undertakings 
concerned, with a consequent expenditure of capital 
on new equipment, modern buildings with new lay-out, 
etc 


1.—Disparity between commercial methods of rg 
profits and the methods adopted under existing law 
and practice. 

Income tax, as its name implies, is in principle a 
tax on income and, in the view of the accountancy 

fession, there ought not, to be any major disparity 
een the commercial and taxation methods of 
computing profits. In the case of most classes of 
income other than commercial and industrial profits 
there is no disparity. 

The disparity between actual income (as ordinarily 
understood) and assessable income occurs cipally 
in the case of income arising from trading and industrial 
undertakings. Here the di i is considerable. 
Rarely do the two amounts coincide ; almost invariably 
the assessable income is greater than the actual income. 
: This disparity is of importance for other reasons than 

that it is a violation of the basic principle that income 
tax is fundamentally a tax on income. Where income 
tax is levied on a greater amount than the true income, 
the effect is that the rate of tax, as applied to the true 
income, is correspondingly increased and it will follow 
that investment in commercial and industrial under- 
takings will become relatively less attractive. 

In order to understand how the disparity between 
taxable and actual income has arisen, it is useful to re- 
call that the income tax law of this country dates from a 
time when industry was incomparably more limited 
in magnitude and variety, when competition, both 
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nationally and internationally, was s less severe and when 
the science of accounting was less developed than it 
now is. Anomalies in methods of 
when the vate of tax was a few pence in the { were relatively 
unimportant. The same anomalies are likely to become 
intolerable, and even fatal to the maintenance and develop- 
ment of some undertakings, when taxes are of modern 
dimensions. The structure of our present income tax 
law was designed almost exactly a century ago. The 


basic Act is still the Income Tax Act of 1842. Not - 


until 1878 was any allowance given for depreciation 
(then limited to wear and tear of plant and machinery) 
and only in 1918 was loss due to obsolescence recognised 
(when the allowance given was limited by the requisite 
of replacement of the asset concerned). There is still 
no allowance in respect of forms of depreciation other 
than wear and tear of plant and machinery, and only 
a small and illogically calculated allowance in the 
case of certain buildings.such as mills, factories, etc. 
It is not urireasonable to suggest that taxing machinery 
designed a hundred years ago, developed piecemeal by 
successive amendments in a long series of Finance 
Acts, with judicial interpretation spread over more 
than twenty large volumes of Reports, may need basic 
reconsideration in view of the unprecedented situation 
likely to arise at the end of the war. 

The accountancy profession submits that profits for 
taxation purposes should be measured on sound 
accounting principles. Applying such principles, it is 
fundamental that the profits of any commercial or 
industrial undertaking for any given period can be 
ascertained only after all outlay incurred in earning 
the profits of that period has been deducted. Ample 
legal authority can, if necessary 
of this statement. It follows that full allowance 
should be made for amortisation of fixed and 
assets of all types, spread over their estimated life. 
When such allowance has been proved inadequate, 
the difference between the written-down and the 
residual value should be deducted at the end of the useful 
life, whether or not the asset is replaced. The cbject 
of such amortisation is to secure that, at the end of its 
useful life, the original capital outlay on the asset 
should have been recouped before surplus (i.e., profit) 
can be said to have been earned. In cases where no 


- benefit can be said to accrue, e.g., abortive experimental 


expenditure, such expenditure should be allowed 


. forthwith. 


In applying the principles above set forth to the 
ascertainment of profits for the purposes of income 
tax, it is necessary to remember that Schedule D taxes 
only the profits of the trade. Hence, profits or losses 
from causes extraneous to the carrying on of the trade 
should be rigidly excluded in all cases. 

On the other hand, all depreciation in values of assets 
which arises out of the ing on of the trade, and 
is inherent in the holding of those assets for trading 
purposes, should be deducted in arriving at profits, 
whether such depreciation arises from wear and tear, 
obsolescence, effluxion of time (as, for example, in 
leases) or depletion (in the case of mines, oil wells and 
similar ‘‘ wasting ” assets). 

It is submitted that this principle should be applied 
to the ‘undernoted assets: (a) Freehold buildi 
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alterations (over the life of the lease) ; 
claims in the case of leaseholds ; (g) pit 
oil-well drilling and other like forms 7 gee dae 
expenditure; (h) depletion of mines, oil wells and 
similar assets ; (#) fixed and wasting assets generally. 

It is interesting to note that the principles mentioned 
above are applied in certain other countries having 
taxes on income. Section 25 of the Internal Revenue 
Code of the United States provides for the deduction, 
in computing profits, of a reasonable allowance pd 
exhaustion, wear and tear and obsolescence of: (1) all 
property used in the trade or business, and (2) all 
property held for the production of income. The basis 
for the allowance is stated in the official publication 
known as “‘ Bulletin F ” and has the following results : 
(a) obsolescence and effluxion of time are allowed for 
during the life of the asset in the same way as wear 
and tear; and (b) all depreciation is provided for over 
the life of the asset (obsolescence is not merely a claim 
to be made at the end) ; and (c) depreciation is calculated 
on the “ straight-line » basis. . 

The accoun profession considers that fhe 
“ straight-line’ method of calculation has much to 
commend it in principle and should be allowed at the 
taxpayer's option. In other cases the rates on the 

“* diminishing-value ’’ basis should be adjusted so as 
' to give as nearly as possible the same results as the 


“ straight-line’ basis. It is further submitted that 


the additional allowance of one-fifth should be con- 
solidated with the basic rate because logically it can 
. have no place in a plan which aims at granting, over 
the period of effective user of the asset, relief equal 
to the cost. 

The United States law and regulations contain 


elaborate provisions regarding the allowance for 


depletion of assets. These are contained in 


Section 23 (m) of the Internal Revenue Code. The | 


basis for the depletion allowance for different classes 
of assets usually takes the form of an allowance of a 
ay of the gross income from the property. 

The practice in the United States is probably the 
most relevant, in view of the comparable stage of 
industrial development in the two countries; but it 
may be added that depreciation on buildings and on 
pre-production development expenditure on mining 
undertakings is allowed in Canada, South Africa and 
Australia. There is also a provision for depletion in 
the Canadian law. 

_ In this country the economic desirability of amortising 
for income tax purposes capital expended on mines, 
quarries, oilwells and similar natural sources, has 
probably been obscured by the fact that a substantial 
as. ren of the indigenous mines has a relatively 
ong life. In other countries, for 
Africa, the problem has been faced’ and dealt with 
realistically. The issue of principle has gained im- 
portance in recent years owing to the formation and 
control in this country of many companies operating 
mines and oilwells overseas. If this desirable trend is 
to continve, an adequate allowance for amortisation 
of all capital outlay spread over the expectant life should 
be granted. Otherwise the pressure of overseas~share- 
holders for the control of such undertakings at the 
t of operation or elsewhere abroad is likely to become 
arg 
In this country the major cause of the disparity 
between true and taxable profits is the inadequacy of 
the allowable deductions for depreciation and depletion 
of fixed and wasting assets, but there are certain other 
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matters to which it is desired to draw attention, such 
as: (i) dilapidations under leases; (ii) expenditure on 
experimental work and research in connection with new 
products. which do not attain commercial success ; 
(iii) expenditure disallowed on grounds of remoteness ; 
(iv) expenditure incidental to opening and closing 
(v) costs of renewal 
or rearrangement of share or loan capital where fotal 
financial resources are not increased; (vi) cost of tax 
appeals. 
Although removal expenses and legal expenses of 
renewing leases are frequently allowed in practice, 
difficulties often arose in regard thereto and it is sub-, 
mitted that on the principles outlined in the foregoing 
paragraphs, such items should be allowed as of right. 
As inoome tax law does not recognise a group of 
companies as a unit, there is no provision for set-off 
of losses in one member of a group against profits in 
another. Tax legislation of more recent origin than 
the income tax law, e.g., E.P.D., C.P.T., N.D.C; and 
E.P.T., recognises the group of companies as a unit, 
with co nding ‘rights of sét-off. It is submitted — 
that this principle should be extended to income tax. 


2.—Extent to which industrial development is, or has 
been, retarded by reason of the disparity net 
to in 1. 

Be io: Gidhneht ho. eile insets coomtindn eben’ thio 
heading. The policy of the directors of industrial 
concerns must be dictated by a variety of motives, 
many of which are quite unknown to the auditor. 
Indeed, it is no part of the auditor’s function to concern 
himself with such matters. A questionnaire addressed 
to all the members of the accountancy profession might 
elicit many specific instances known to members, but 
there is scarcely time for such a proceeding, and it 
has not been thought necessary to adopt it. Cases have, 
however, been brought to notice where plant has been 
kept in use, which would otherwise have been scrapped, 
owing to the fact that wear and tear allowances have 
not been exhausted, and an obsolescence claim has 
seemed likely to fail owing to the difficulty in producing - 
evidence sufficient to satisfy the requirement of replace- 
ment. There are also cases where old and obsolete 
buildings have been kept in use and repaired repeatedly, 
when they would otherwise have been replaced. This 
is owing to the fact that, whilst expenditure on repairs 
and renewals is deductible, there is no allowance for 
replacement of a whole building, or for depreciation 
of buildings other than the limited deduction under 
Section 15, Finance Act, 1937. It seems inevitable 
that, such cases must multiply with the rates of tax 
which are likely to apply after the war. Moreover, 
the post-war period must be a period when industry 
will require to be modernised and to re-adapt itself 
to changed conditions on a scale never before found 

. Evidence based on past experience will 
therefore be quite inadequate to measure the damaging 
effect on future industrial policy of tax anomalies. 
3.—Whether the maintenance and development of industry 

after the war -would be encouraged by :— 
(i) More closely relating taxation assessments to 
commercial profits. 

For the reasons stated above, in the opinion of the 


’ accountancy profession the answer to this question is — 


definitely in the affirmative. Of the three proposals 
considered, this is regarded as the most important and . 
potentially the most beneficial to industry. 
(ii) A differential rate Me, tax om profits retained 
from distribution utilised in capital 
extensions. 


June, 1944 So iS a : 
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_(c) patents.copyrights and manufacturing licences ; . 
(d) furniture and fittings; (e) leasehold fixtures and ' 
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In the opinion of the accountancy profession the 
answer to this question must be in the affirmative, 
subject to the reservations that (a) the profession 
assumes the difference in rates would not be so large 
as to encourage to any material extent the deliberate 
under-capitalisation or uneconomic expansion of busi- 
nesses. It should be borne in mind that in many cases 
it ply som be easier for directors of a company to embark 

l-considered expansion schemes with funds retained 
out of profits than to do so after passing the critical 
review of those sponsoring an issue of new capital for 
the same purpose ; (b) the possible shifting of some part 
of the burden of taxation, both within industry itself 
and throughout the community, is a political question 
which is not considered to be within the scope of this 
report. 

A major aspect of the case for a differential rate may 
be summarised as follows: With rates of tax of modern 
dimensions, the State is in the position of a partner 
taking a very substantial share of the profits of every 
business in the country. This has to be paid out in 
cash, without regard to the liquid resources available 
and to the possible impairment of the concern’s trading 
activities; moreover, the State does not share in 
losses, except to a limited degree. Since incentive in 
the form of dividends is necessary to attract capital 
to industry, the amount of liquid resources available 
for maintenance and development may easily prove 
inadequate, and such maintenance and development 
may consequently be frustrated. In this connection, 
the increased cost of replacement of fixed assets, stock- 

in-trade, etc., will no doubt be a factor of importance 
in the post-war period. A partner in a business with 
a share comparable with that of the State would be 
concerned, not merely to receive his share of profits, 
but also with the maintenance and development of the 
business. Otherwise the source of his income might be 
impaired and its amount diminished, It is suggested 
that the Exchequer has a comparable interest in 
encouraging the maintenance and development of 
industry. 

In considering this matter, the expression “‘ capital 
extensions ” has not been confined to fixed as distinct 
from floating capital. There is no logical basis for any 
such distinction. An expanding business may, and 
very probably will, involve the absorption of an increasing 
amount of capital in holdings of such assets as work 
in progress, stock-in-trade, and debtors, and, so far 
as can be seen, the arguments for a differential rate 
apply with equal force to profits thus applied as to 


those utilised in the acquisition of fixed assets, such as _ 


plant and buildings. 

To attempt to apply a differential rate by a close 
examination of the extent to which specific profits 
have been applied in the acquisition of specific assets 
would raise formidable difficulties, and it is suggested 
that the distinction should be made on broad lines 
between: (a) profits, the retention of which in the 
business is demonstrably necessary, or desirable, having 
regard to current requirements and the maintenance and 
development of the business; and (b) profits available 
for distribution, as being surplus to the requirements 

of the business as defined in (a). 

Two possible methods of applying this proposal have 
been submitted for consideration and are outlined in 
Appendix I. 

(iii) Some form of lump sum allowance to be granted 
directly expenditure is ineurred on major 
additions, extensions and renewals of fixed assets. 


“Whereas a direct cash subsidy would confer an equal - 


benefit on all concerns participating in it, mere accelera- 
tion of wear and tear allowances would be of no 


, June, 1944 


immediate aid to undertakings which were in a stage 
of development where losses or small profits were being 


' made and where wear and tear allowances were 


accumulating. These undertakings might be those 
which in the early post-war period most needed assistance 
and the grant of help to industry in the way suggested 
might have the effect of assisting their competitors to 
the detriment of the grantees. In any case, a scheme 
of this kind seems to run counter to the proposals con- 
sidered in the first part of this memorandum and from 
that standpoint would be open to objection. The 
following paragraphs deal with details of the proposal 
on the assumption that it comprises an acceleration of 
wear and tear allowances. 

It is presumed that, so far as plant ‘and machinery 
is concerned, the requirement of Rule (6) of the Cases I 
and II, Rules of Schedule D, would be retained, and, 
therefore, the effect would be to give the trader an 
unusually large instalment of the aggregate wear and 
tear allowance in the year when the expenditure was 
made. The same principle would, presumably, apply 
to other fixed assets, e.g., buildings, if the proposal that 
depreciation be allowed on such assets were accepted, 

The effect of such an allowance would be to reduce 
the amount of tax payable in the year (or possibly the 
year but one) following that in which the asset was 
acquired. No relief would be afforded at the actual 
date of the acquisition of the asset, nor would the 
proposal facilitate the retention of profits in the business 


for the purpose of paying for future acquisitions of 


assets. The relief would, therefore, be confined to an 
ex post facto reduction in tax payable, to that extent 
only relieving the strain of the cost of new fixed assets 
on the liquid resources of the concern. In the later 
stages of the life of the asset the wear and tear allowances 
would be correspondingly reduced, with a corresponding 
increase in tax liability, so that even such relief as 
that described would be of.a temporary nature only. 
Whatever value may be attached to this proposal, 


. it is considered that it would be totally inadequate to . 


meet the case for a lower rate of tax on profits which 
are not distributable, but are “‘ ploughed back” into 


' industry in the course of its maintenance and develop- 


ment. Attention is also directed to the observations 
supra on the point that profits may be absorbed into 
floating as well as fixed assets in the case of a developing 


business. : 
_ General Observations 


Subject to the general reservation in the introductory 
section, the following comments are offered on questions 
(a) to (d) (see page 174) :— 

(a) Whilst the cost of repairs and renewals is allowed 
as a deduction in computing profits, the cost of renewing 
whole units of buildings is not allowed. Formerly it 
was sometimes possible to obtain an allowance of an 
amount corresponding to the cost of replacing the asset 


' by one exactly similar, thus eliminating the element 
. of addition or improvement only. This allowance has 


been more difficult to obtain since the decisions in the 
cases of O'Grady v. Bullcroft Main Collieries, Lid. 
(17 T.C. 93), and Margrett v. The Lowestoft Water and 
Gas Co. (19 T.C. 481). Similar difficulties have arisen 
in the case of renewals of fixtures and fittings following 
the decision in the case of Eastmans, Lid. v. Shaw 
(14 T.C. 218). If the recommendations made above 
regarding an allowance for depreciation on all fixed 
assets were adopted, these difficulties would not arise. 

(b) The experience of members of the accountancy 
profession appears to vary on the question of the 
adequacy of the present rates of wear and tear 
allowances. Reference has been made to the desirability 
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of consolidating the additional fifth allowance with 
the basic rate. Since the object of a depreciation 
allowance is to write off the cost of an asset (less its 
residual value) over the period of its life, the allowance 
is in any event limited to such an amount, and the 
tax ultimately payable is not normally affected by the 
_ rate of wear and tear adopted. Higher rates of depre- 
ciation allowances, by reducing the amount of tax 
payable in the earlier years of the life of an asset, would 
tend to ease the strain on the liquid resourbes resulting 
from the acquisition of fixed assets. : 

In order to facilitate comparison of the rates allowed 
in this country with those allowed in the United States, 
the rates set out in Appendix II have beén extracted 
at random from information of actual decisions of the 
United States Board of Tax Appeals. The rates there 
quoted are all based on cost, the “ straight-line ’’ basis 
being applied as against the ‘diminishing values” 
/basis in operation in this country. The higher rates of 
depreciation granted in the United States of America 
may have been a factor in conducing to the American 
system of scrapping and replacing obsolete plant by 
up-to-date plant at an earlier date than has hitherto 
been the practice in this country, with a consequent 
effect on industrial efficiency. ' , : 

(c) Records of cases where obsolescence allowances 
have been refused on the ground of non-replacements, 
etc., will be more readily available to the Board of 
Inland Revenue than to the accountancy profession. 
No attempt has been made by the profession to circularise 
individual members for information, but members of 
the Committee, concerned with the preparation of this 
memorandum have brought forward instances referred 
to in Appendix III. The opinion of members, so far 
as has been ascertained, is unanimous that the requisite 
of replacement before obsolescence claims can be 
granted should be abolished. Furthermore, on the 
principle that the full cost (less residual value) of an 
asset should be allowed over the life of the asset, there 
does not seem to be any justification for the necessity 
to prove that the replaced item was obsolete. Cases 
have been known of claims under Rule 7 which have 
been resisted on the ground that the asset replaced was 


The Fin 


Despite the comparatively few references in the 
Budget to alterations in the law, the Finance 
Bill extends to 43 pages. Much of it, however, is of 
specialised interest only, e.g., the clauses dealing with 
beer, sugar preferences, bottling of vintage port in bond, 
and licensed premises. 

The entertainment duty on season tickets is not to 
exceed the amount that would be payable if the person 
involved had to pay for the respective entertainments 
individually. Armorial bearings and carriage duties are 
to be repealed after the end of the current calendar year. 

: Purchase Tax 


Amendments are included in respect of imported 
chargeable goods ; to apply customs enactments to such 
goods; empowering the Commissioners to except a 
person from registration where tax on his purchases 
would be not less than tax on his sales ; exclusion from 
registration of small businesses ; empowering the Com- 
missioners to require security for tax as a condition of 
holding a certificate of registration, and to give relief 
against double charge of tax. i #4 

The penalties for certain offences in relation to pur- 
chase tax are increased from £50 to £100, with £10 a day 
during which default continues. The penalty for 
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not obsolete, but was because it was worn 
out—a suggestion that the rates of the wear and tear 
allowance had been inadequate, but that any redress 
must be resisted. . 

If the existing wear and tear allowance were replaced 
by a depreciation allowance which took account of the 
factor of obsolescence, as in the United States, the 
present Rule 7, Cases I and II Rules, might be replaced 
by a provision for an adjustment, at the end of the life 
of an asset, so as to make the aggregate allowances 
equal the total cost of the asset less residual value, 
irrespective of the factors of obsolescence and replace- 
ment. Such an adjustment ought to apply in either 
direction, i.e:, a further allowance where the total 
allowances given had been found inadequate, and an 
addition to profits where it was found that the aggregate 
allowances given-had been excessive. It is suggested 


‘that this provision should be confined to adjusting 


the effect of depreciation and obsolescence allowances 
and it is not suggested that pure capital gains or losses 


should be taken into account. 


In the event of any substantial degree of inflation, 
the effect in regard to asset values and realisations will 
require separate consideration. 

(d) In the nee of the accountancy profession, 
development expenditure in the case of wasting assets, 
such as mines, ought to be allowed, like other expenditure 


on fixed and wasting assets, over the period of the life 


of the assets concerned. 


Appendices 

The following Appendices were attached to the. 

memorandum. It is regretted that space does not 
permit of their reproduction in full :— 

I.—Alternative suggestions referred to in Section 3 (ii). 

First suggestion: Differential rate as between profits 

retained and those, distributed. Second suggestion : 


- Deferment of payment of income tax. 


II.—Wear and tear allowances granted under decisions 
of the United States Board of Tax Appeals. 

III.—Instances where obsolescence allowances have 
been refused. 


ance Bill 


fraudulent evasion is to be the greater of £500 or treble 
the tax, or imprisonment up to two years, or both. Any 
person acquiring possession of or dealing in any goods, 
having reason to believe that tax on them has been or 
will be evaded, is to be liable to a penalty of £500 or 
treble the tax, whichever sum is greater. 


Income Tax r 

The rates of income tax and sur-tax are continued as © 
for 1943-44. Relief for diminution of earned income is 
carried on to 1944-45. 

A British subject and certain other individuals are 
entitled, where not resident in the United Kingdom, to 
proportionate allowances under Section 24, Finance Act, 
1920, the relief being found by restricting the tax — 
payable to the proportion of the tax on total income that 
income liable to tax in the U.K. bears to the total income 
from all sources. For 1944-45 onwards, Dominion 
income tax relief is to be left out of account in com- 
puting both the amount of income tax payable and the 


_ amount that would have been payable on total income. 


Copyrights 
Where an author assigns the copyright of his work, 
wholly or partly, for a lump sum that would under 


a | 
a 
—— 
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existing law be regarded as income for a single year of 
assessment, and he was engaged on the making of the 
work for a period of more than twelve months, he is to be 
entitled to claim to have the amount spread as follows :— 
(a) If the work took not more than 24 months, 
equally between the year of receipt and the pre- 
ceding year ; 
(b) If it took over 24 months, equally over the year of 
receipt and the two preceding years. 
The claim must be made within 12 months from the 
end of the year of assessment in which the payment 


_arises. ‘‘ Author ’’ includes a joint author. 


Maintenance Payments 
Small maintenance payments made under an order of 
court in the U.K., to be made weekly at a rate not 
exceeding {2 a week to or for a woman for her mainten- 
ance, or 10s. a week to any person for-the benefit of, or 
for the maintenance or education of, a person under 16 
years of age, which would otherwise fall under General 


Rules 19 and 21, are to be paid gross and assessed under | 


Case III of Schedule D. The payer is to be allowed to 
deduct the payments from his total income. The Court 
ee et ee 


such orders. . 
Procedure 


There are certain proposals for simplification of pro- © 


cedure for 1945-46 onwards, all internal; notices of 
assessment under Schedules B and D will be prepared 
and issued by the Inspector of Taxes. 
Scientific Research 
Allowances in computing profits are to be made for 
expenditure on scientific research not of a capital nature 


and on payments to research associations, universities, _ 


etc., approved by the appropriate Research Council or 
Committee, as the expenditure is incurred. 

Capital expenditure incurred after a date to be deter- 
mined is to be spread over five years from the date of its 
being incurred, or if incurred before the commencement ~ 
of business, from the year of commencement. Allow- 
ance is to cease after the asset ceases to be used for 
scientific research related to the trade, but an allowance 


for diminution in value is to be made under prescribed — 


rules. 

Allowances are to be available for carry forward as if 
they were wear and tear allowances and Section 19, 
Finance Act, 1932, is to be applied where they oust 
losses, 


Taxation Notes sonst eka 


Fire Guards 

The Government decision, announced last Schadier: in 
respect of uniform payments of subsistence allowances 
to fire guards at business premises, is now in force, as 
from April 5, 1944. The rates, 3s., 4s, 6d. and 6s., 
according to the length of the duty, are as laid down in 
the 1941 Order; higher rates will not be allowed for 


taxation purposes, except where there is an acute short- 


age of fire guards which cannct be made good by com- 
pulsory duty and the appropriate authorities sanction 
special remuneration. Although payments in excess of 
the amount authorised will not be allowed in accounts 
as deductions for taxation purposes, the recipients may 
escape assessment on them where they can show that 
they were necessarily expended for-subsistence purposes. 
This may arise in an area where the only meals obtain- 


able were abnormally expensive, e.g., in the West End 


of London, but in most cases it will mean an appeal to 
the Commissioners to substantiate the expenses. Such 
appeals have already succeeded. 
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Excess Profits Tax i 
Where standard profits are ascertained otherwise than 
by reference to the profits of a standard period, the 
standard profits of the business are to be increased by 
£1,000 (per annum) as from April 1, 1944. In the case 
of a group of companies, only the principal company is 


entitled to claim, and the increase does not apply where 


the standard profits of the group are ascertained 
reference to a standard period. Any part of a deficiency 
that arises as a result of the £1,000 increase in standard 
can be carried forward but cannot be set against excesses 
jay to April 1, 1944. The usual rules apply for 
litting a chargeable accounting period that bridges 


Fm 1944, 
E.P.T. Avoidance. - 

Section 35, Finance Act, 1941, is to be amended by 
providing that if one of the main purposes of any 
transaction is avoidance of E.P.T., the section can be 
applied. Directions can be made for past as well as 
future periods except that if a direction given before 


_ April 25, 1944, has been cancelled or varied by the 


Special Commissioners, no direction can affect any 
chargeable accounting period ended before April 1, 1944. 
Estate Duty on Benefits from Controlled 
Companies 

Provision is to be inserted in Section 46, Finance Act, 
1940, for allowing losses as deductions in computing 
the net income of the company and in arriving at the 
“ average rate.”’ 

Amendments are also included to avoid duplication 
of charge where the deceased received benefits from the 
company, and to prevent double deduction of any 
amount, or deduction of any loss sustained or wear and 
tear allowance due from previous years, in the computa- 
tion of the net income of the company. 

Certain relaxations df the provisions of Section 44, 
Finance Act, 1940, as to purchases of annuities from 
relatives are included. 4 

; Miscellaneous 

Stamp duty relief is to be given in respect of transfers 
of stocks and marketable securities previously trans- 
ferable by delivery; certain assignments of wages in 
payment of contributions by seamen are to be exempted 
from stamp duty, and provisions are included in relation 


_ to income tax and death duties where a person’s income 


or property is or are affected by the law relating to 
trading with the enemy. 


Private Companies : Directors and P.A.Y.E. 
The position of drawings on account by directors of 
private companies is not yét beyond doubt, but it 
appears to be the official view that all drawings should 
be regarded as within P.A.Y.E., to be adjusted after the 
end of the year. While recognising the difficulties, we 
are of the opinion that this view is correct and will give 
rise to less difficulties in the long run. If, of course, fees 
are credited to a director, this will —— amount to 
yment”’ within the meaning of the system of 
P.A.Y.E., and a drawing against a past credit is a 
repayment of money loaned. The last word has not yet 
been said on this question and we shall be pleased to 
have readers’ experiences. 


Expenses of Members of Parliament 

Although the circular issued to Members indicated 
that only £100 (the “‘ automatic ” allowance) was to be 
included in the Code for P.A.Y.E., it is found that where, 
as is common, the expenses have been considerably 
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above that figure, a provisional 
previous —ts “ coded.”” The return of expenses will 
be called for at the end of the fiscal year, and any 
necessary adjustment made. : 
Estate Duty Concession 

A recent question in Parliament referred to the hard- 
ship caused to testamentary beneficiaries when estate 
duty in respect of the house owned and occupied by the 


. deceased was charged on an inflated war-time value 


which could not be realised because the beneficiaries 
must continue to reside at the house. The Chancellor of 
the Exchequer said that in the exceptional cases referred 
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to, he considered it right in assessing the value of the — 
house to disregard any increase in the market value above 
the pre-war value in so far as it could only be realised by » 
a sale with vacant possession. 

The assessment so made would be subject to review 
if the house were sold or let within a reasonable period 


_ of say, two years after the death. This treatment will 


apply to new cases and to cases which are still open, and 
will be allowed where a near relative of the deceased was 
ordinarily resident with him at the date of death and 
satisfies the Revenue that he or she intends to remain in 
the house and has no other place of residence available. 


Recent Tax Cases’ 


‘By W. B. COWCHER, 0.B.E., B.Litt., Barrister-at-Law 


Income tax—Agreement between two companies to 
interests for minimum period of seven years—Staffs to 
co-operate—Profits and losses-to be aggregated and 60 
per cent. to be taken or borne by appellant company and 
40 per cent. by the other—Both companies located in same 
building—For five years profits of appellant company 
exceeded 60 per cent. of aggregate profits and excess pay- 
nse Dagestan one, ran downgar sty Seog 
Whether these payments annual payments within 21 
of General Rules. 

In Uitol, Lid. v. C.I.R. (K.B.D., December 20, 1943- 
T.R. 419) the Special Commissioners had held that the 
payments under the pooling agreement made by appel- 
lant to Climax Manufacturing Company, Ltd., were 


- amnual payments assessable under Rule 21. Mac- 


naghten, J., reversed their decision, upholding the 

that the payments were “ dividends ” within 
Rule 20 of the General~Rules as revised by Finance 
Act, 1931, Section 7 (1). He drew attention to the 
peculiarity that under the agreement the recipient in 
one year might be the payer in the next. It had also 
been argued, for the appellant, that the agreement was 
one of partnership ; but it was not nm to decide 
on this contention, although the Judge indicated that 
it would be difficult to maintain in view of the terms of 
the agreement. The effect of the decision is that the 


appellant was entitled to deduct tax but did not have to ~ 


account to the Revenue. 


The decision was based upon the old case of Last v. . 


London Assurance Corporation (1884, 10 A.C. 438, 
2 T.C. 100), where, after an astonishing difference in 
judicial opinion, it was decided that the bonuses to 
participating policyholders were 
company’s fits, an unsati 

islation, but not until 1923. 


Schedule D—Purchase of land near Coventry by appellants, 
one a builder and contractor, the other a grocer and pro- 
vision merchant—Sale to a land development company in 
which appellants had controlling interest—Whether profit 
on sale assessable, Case I. 


In Gray and Gillett v. Tiley (K.B.D., March 22, 1944, 


T.R. 55) the General Commissioners had found that 
the transactions were in the nature of trade and 
Macnaghten, J., upheld their decision as one of fact 
supported by evidence. — 


Income Tax—Corporation formed to protect interests 
holders of public securities, especially foreign and colonial 
securities issued in the United Kingdom—Whether a 
charity. 

Corporation of Foreign Bondholders v. C.I.R. (C.A., 


. 


March 9, 1944, T.R. 35) was noted in our March issuie. 
In the Court of Appeal the decision of Macnaghten, J., 
was unanimously affirmed and leave to a further 
was refused. The Master of the Rolls, in giving the. 
judgment of the Court, said “‘ it is quite untrue to say 
that @ body whith is estalilistied for the purpose of 
protecting private interests becomes a charity, because 
one of the results of its operations is to do something 
which is beneficial to the State.” 


Schedule ny dealing in real property in London 
—Assessed Case I on vesults Option to purchase estate— 
Agreement between appellant and H to form company 
to purchase and develop paris of estate in equal shares 
es! to appellant by H for his half-interest accepted 
—Whether profit assessable as arising from trade. 
Associated London Properties, Lid. v. Henriksen (C.A., 
March 14, 1944, T.R. 37) was noted in our issue of 
Decetnber, 1943. In the Court of Appeal the decision 
of; Macnaghten, J., affirming the Commissioners’ 
decision against the appellant was unanimously approved. 
It was held to be a pure question of fact with ample 
evidence to support the finding. Leave to appeal 


Income Tax—F. } 


Special Commissioners upheld 
by Macnaghten, J., that the amount of the shonatiden 
grant was a receipt of the appellant’s business as a 
farmer, is now public knowledge. Higgs v. Wrightson 
(K.B.D., March 22, 1944, T.R. 49). 

Excess Profits Tax—Profession—Optician—Profits mai: 
derived from sale of spectacles—No qualificati ~ 


: ifications 
hthalmic surgeon—Whether a ofession 
wholly or mainly on personal PELE a. mc 


was noted in our issue of November, 1942. This 
of — equally unsuccessful. The features distinguishing the 

two cases would seem to be that the present appellant 
did not advertise and the General Commissioners had 


found in his favour. Macnaghten, J., held that the 
latter were mistaken in matter of lay: 


as eye - 


‘ : ; é ~ : i 
was ; 
Pe nc — Ploughing crant—W hether recei 
of trade—Agricultural Holdings Act, 1923, Section “<4 
Agricultural Development Act,. 1939, Sections 27, 29, 30 
gg reer War Provisions) Act, 1940, 
—Defence (General) Regulations, 1939, 
Regulation 62. 
tor or ‘ : 
dependent . 
, Finance (No. ct, , DECION : 
In C.I.R. v. Carr (K.B.D., March 22, 1944) a second : 
attempt was made by an optician to secure the pro- 
fessional exemption from E.P.T. The previous case, 
Webster v..C.I.R. (K.B.D., July 23, 1942, T.R. 169). . 
: oe 


. 
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Company Law Amendment Committee 


Summary of Minutes of Evidence—VI 


We present below a summary of the chief points contained in the written and oral evidence submitted 
to the Company Law Amendment Committee on the twelfth, thirteenth and fourteenth sitting days, 
February 11, February 25 and March 14, 1944. Readers interested are advised to vead the full Minutes 

of Evidence published by H.M. Stationery Office. 


The Stock Exchange Committee 
The whole of the Committee’s twelfth sitting day and 
part of the fourteenth day were given over to hearing 
evidence submitted by the Committee for General 
of the Stock Exchange, London. Mr. 

. B. Braithwaite declared that the ability to conceal 

eficial ownership is ‘‘one of the most powerful 
weapons possessed 
—. and the manipulation of companies generally.” 

e supported the Board of Trade memorandum suggest- 
ing that it should be on a company to require from the 
registered holder a declaration of beneficial ownership if 
he holds more than a certain proportion of the voting 
control ; but this proportion, he thought, should be put 
at 1 per cent., instead of the 5 per cent. recommended by 
the Board of Trade, since “ you could put in eleven 
nominees, each holding less than 5 per cent, but together 
representing controlling interest in the company.’’ When 
the chairman pointed out that the Stock Exchange 
Committee’s formal recommendation aimed at placing 
‘obligation not upon the nominee but upon the beneficial 
owner, Mr. Braithwaite admitted that his was to some 
extent minority evidence. Mr. H. B. Turle, another 
member of the Stock Exchange Committee, described 
the difference between the two proposals in these words : 
‘Under Mr. Braithwaite’s proposals not only would 


there be a great deal of labour but the very small number 


you are trying to catch would still elude you.’ 

Recalling that during the period 1925 to 1929 there 
had been a number of unfortunate issues with results 
disastrous to investors, the chairman enquired about the 
experience since that time. Mr. A. G. Ashby said that the 
subsequent position had been much more satisfactory. 
The chairman also asked how far the Stock Exchange 
Committee’s provisions additional to the law were 
applied. Mr. A. F. B. Cooke, the secretary of the Share 
and Loan Department replied that “‘ as a department I 
put up a sort of bluff, I am afraid.” Mr. Cooke agreed 
with the view that certain matters were best left to be 
dealt with by Stock Exchange rules because these 


rules could in appropriate cases be waived, whereas the — 


provisions of law are absolute. There followed the 
question : ‘“‘ Do you agree that those of your regulations 
which are in excess of the law, and which you would in 
no circumstances waive, should be incorporated in the 
Act of Parliament ?’’ Mr. Cooke’s reply was that “‘ flexi- 
bility is of the utmost importance.” The witness agreed 
that in the case of new issues.it would be useful if copies 
of documents that have to be offered to the Stock 
Exchange for inspection had also to be filed with the 
Registrar, in order that if enquiry became necessary 
they might be easy of access at a future date. 

On the Stock Exchange suggestion that applications 
by the public for shares in a new issue should be made 
irrevocable, Mr. Turle that.it would be necessary 
to provide that allotment should not be made within a 
certain period from the date of publication of the 
prospectus, so as to give the intending investor time to 
inspect documents before he makes his application. He 
thought two days was the maximum time that should 
‘be allowed. To extend this time would be to keep the 


by wrongdoers in the world of - 


underwriters on risk for an undue period. There might, 
too, be a rush of outside dealings in the shares prior to 
allotment, affording an opportunity for rigging the 
market. 

On the subject of permission to deal, the chairman 
suggested that if this permission were not granted 
within, say, one month from the publication of the pros- 
pectus, the allotments should be cancelled and the 
moneys returned. Mr. Turle objected to this on the 
ground that it would throw a very great responsibility 
on the Stock Exchange Committee and have the effect 
of making the committee less drastic in its dealings with 
applications. Dealing with accounts, Mr. Turle agreed 
that transfers from reserve should be separately shown, 
but he stipulated that the Board of Trade should have 


- power to exempt banks and insurance companies from 


this provision. He agreed, also, that nobody should be 
allowed to act as an auditor except a member of a 
body which required qualifications of its members and 
exercised disciplinary powers over them, and fet the 
Board of Trade should have ‘the decision as to what 
qualifications should be recognised. 

Mr. Turle thought it would be desirable, in order to 
prevent companies going into liquidation so as to get 
rid of high-rated preference shares, ‘that the consent of 
preference shareholders at a separate meeting should be 
required. He thought this should apply to existing 
issues, as well as new issues. 

In the renewed evidence on the fourteenth day Mr. 
Ashby recalled that before 1914 dealings in new issues 
habitually took place before allotment, and he agreed 
that these resulted in rigged prices, false markets and 
altogether discreditable conditions. Mr. Turle endorsed a 
suggestion that an effective remedy would be to make it 
a criminal offence for dealings to take place, either on 
the Stock Exchange or anywhere else, before allotment. 


Institute of Chartered Accountants 


The contention of the Stock Exchange that a matter 
which necessarily requires some flexibility could with 
advantage be governed by the rules of the professional 
body was recalled by the chairman on the thirteenth 
sitting day, when the Institute of Chartered Accountants 
gave evidence. Noting that the memorandum put in by 
the Institute differed in certain respects from that 
submitted by the Society of Incorporated Accountants 
and Auditors he observed : “‘ It is an easy thing to leave 
it to the rules of a professional body where there is one 
body or an association of bodies all applying similar 
principles, but if one of the professional bodies recognises 
one set of principles and another professional body 
recognises another set, it is a little less reassuring to 
leave it to the rules of the professional bodies.” 

Questioned about the Institute’s recommendation 


- that “ the expenses of the issue either in cash or otherwise 


should be brought into greater prominence and should 
also be related to the monies to be subscribed so as to 


’ emphasise the proportion which one figure bears to the 


other,”” Sir Harold Howitt admitted that he did not 
know how it could be actually worded in an Act of Parlia- 
ment. On nominee holdings the Institute’s recommenda- 
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tion is that “ the company should have power to call for, 
and the transferee should be obliged to disclose, the name 
of any person for whom he is a nominee or trustee.” 
When it was pointed out that pyblic interest, as well as 
the interest of the company, was involved, Mr. T. B. 
Robson admitted that there was a great deal to be said 
for vesting power to compel disclosure in‘ some public 
-Department. 

Asked why the Institute had suggested that it should 
be compulsory to state the aggregate of reserves and the 
te of provisions only if they are material, Mr. 
Robson contended that it Ah B be a little trivial to 
oblige a company with a £20 million capital to have a 
separate line in its balance sheet and account for a matter 
of perhaps £5. To this the chairman said : ‘‘ You do not 
require each provision to be shown separately, and, 
with respect, if you have a company with a capital of, 
say, £20 million, I cannot believe you are going to find 
that company with a combined figure of £5.” The chair- 
man added that “ it is in deciding what is material that 
the distinction between a well-trained careful accountant 
and a less well-trained and careful accountant can come 
in.” Later questioning elicited the point that the word 
“* materia] ’”’ applied to the nature as well as the amount 
of the item. 
Questioned on the recommendation that consolidated 
balance sheets should be made compulsory except where 
they would be impracticable or misleading, Mr. Robson 
said that only rarely would consolidation mislead, but 
he gave as an example a lifeeassurance company owning 
a chain of hairdressers’ shops. On the matter of im- 
| see racticability he said : ‘“‘ Even in peace time you have 
m time to time disturbances in foreign countries which 
prevent accounts from reaching this country.” Like 
Sir Harold Howitt, he thought it would be reasonable 
to require the auditors to endorse the directors’ explana- 
tion in cases where the latter state that it is not practic- 
able, or is misleading, to consolidate the accounts. 


Asked if there was any reason why comparative figures — 
should not be made a statutory obligation, Mr. Robson. 


replied that there were cases where such figures might 
sometimes be misleading and that he would rather 
leave it to the discretion and judgment of the directors 
and auditors. 

Mr. A. F. B. fforde suggested that without attempting 
to lay down a statutory form of accounts it might be an 
advantage to schedule in the Act something in the nature 
of a model form of balance sheet and profit and loss 
account. To this Mr. Robson argued that people would 
tend to conform to such a document, and accountants 
of companies would not use their initiative in developing 
the form best suited for showing the results and position 
of the company. “‘ After all,’’ he said, “‘ the development 
of the consolidated balance sheet and profit and loss 
account is due to the initiative of accountants. If they 
had a statutory form, whether presented as a good 
example or otherwise, there would be a tendency to 
conform to that and be content.” 

Mr. fforde then asked : “ Is there anything statutory 
that one can do to put more power behind the account- 
ant’s elbow ?”’ Mr. Robson’s reply was : “ If you can 
give us what we suggest here in the way of provisions 
as to the balance sheet and the profit and loss account, 
you will have gone a very long way indeed to help the 
young auditor who is facing a hostile board of directors 
who are desiring to do something which his 
teaches him is undesirable.” Mr. fforde then asked 
whether the last words in the existing form of certificate 

—‘‘ as shown by the books of the company ”—are not 
really more protective to the timid accountant than 
helpful to the one not timid. He explained that he 
would like to give accountants the power that would 
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follow from their having a duty to say, ‘‘ These books are 
so designed as to enable us to produce a really informative 
balance sheet.’’ On being told that this was implicit at 
the moment, he asked if there was any objection to its 
being made clearer, and was given the answer, “ No.”’ 
Mr. Robson thought it unnecessary, however, assuming 
that the Institute’s major recommendations were 
adopted, that thé auditors should be required to say that 
there were no changes in the basis on which the balance 
sheet is drawn up other than such as are mentioned. 

On the suggestion that a man should not be qualified 
to act as auditor of a company unless he is a member: 
of a professional body recognised by the Board of Trade, 
Sir Harold Howitt pointed out that certain steps were 
being taken with a view to getting co-ordination among 
accountants so that there shall be definite knowledge 
as to which are recognised bodies and which are not. He 
saw no objection, until co-ordination had been achieved, 


_ in leaving it to the Board of Trade to decide which of 


the existing professional bodies should be recognised 
as having a sufficient standard to justify the appointment 
of their members as auditors ; but he entered the proviso 
that the method of choice should not lead to culties 
for “‘our professional brethren in foreign countries "’ 
by preventing members of foreign associations of good 
repute from practising here and encouraging the same 
kind of penalty to be imposed abroad. Dealing with the 
proposal of Imperial Chemical Industries that there 
should be an obligation upon the auditor to attend all 
general meetings, Sir Harold gave the Institute’s view 
that this would be an unnecessary burden upon auditors 
and on the companies from the point of view of expense. 


Sir Dougal Orme Malcolm _, 

Following the second instalment of the Stock Exchange 
evidence on the fourteenth day, Sir Dougal O. Malcolm 
gave evidence. He had sent the committee a copy of a 
memorandum put before the Stock Exchange relating 
to their new rule concerning two-way proxies, in which 
he described the new procedure as a process of “‘ sentence 
first, verdict afterwards."” He made the point before the 
committee that ‘‘ there is almost nothing in the world 


on which you can make up your mind irrevocably, just 


on a document my placed before you.”” He thought 
that the difficulty of getting members scattered all over 
the country to attend a meeting should not be insuperable 
where a shareholder seriously dissents from something 
which is proposed. He urged that a true proxy was not 
an irrevocable vote, because there had been cases where 
the board had itself been convinced by the course of the 
discussion that it might be wise either to amend or 
postpone or reconsider something which had been 
suggested. He held that the suggested “ three-way ” 
proxy would only be a proxy in one alternative ; the 
other two would be irrevocable votes given before 


discussion. He did not see much objection to allowing 


anybody to act as a proxy, whether a member of the 
company or not, or in providing that proxies might be 
handed in to the chairman at the meeting. 

Sir Dougal contended that under a two-way proxy an 
irrevocable aye or no would be a negative vote on an 
amendment or even on an adjournment. He agreed that 
the difficulty might be overcome by leaving the proxy- 
holder at liberty, in his discretion, to vote for or against 
any adjournment, for or against any proposed amend- 
ment of the resolution, and for or against the resolution 
if so amended. Sir Dougal is president of the British 
South Africa Company, and he-was asked if he would 
have any objection to chartered companies being brought 
within the ambit of the legislation relating to limited 
companies. His reply was: “ I do not think myself that 
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any legislation that you are likely to recommend will 
hurt chartered companies.” 


Mr. Stanley Joseph Passmore 

Mr.S.J. Passmore had put inamemorandum urging, inter 
alia, that the general effect of material contracts should 
be clearly set out in prospectuses and offers for sale. In 
examination he thought there was no very considerable 
difficulty in setting out the provisions or the general effect 
of a contract, and when a film distribution contract of 
157 clauses was cited he suggested what he considered 
a suitable epitome. Another of his proposals was that 
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shareholders in private companies should -be entitled 
to receive a copy of the accounts seven days before the 
annual general meeting, whether they had asked for it 
or not, and that a creditor should also be entitled to 
have a copy. : 
In evidence, however, he withdrew his suggestion 
concerning creditors, being impressed by the view put 
to him that ‘‘ in towns-and villages in the countryside it 


' is very embarrassing for the owners of small businesses 


to have their neighbours and friends knowing what their 
affairs are.’’ He added that to place private companies 
under a duty to publish their accounts and file them 


would go a long way beyond his ideas. 


Publications - 


A Series of Three Lectures. (Incorpora 
ants’ Students’ Society of London and District.) 

A further very interesting booklet is now available 
containing reports of a series of lectures addressed to the 
London Students’ Society during the autumn session, 
1943. All concern up-to-date topics of much importance 
to students and practitioners and will be of value as a 
refresher for some years to come. 

The lecture on “‘ Deduction of Tax from Salaries and 
Wages,” was by Mr. H. A. R. J. Wilson, F.S.A.A., 
F.C.A., who courageously interpreted the contents of the 
White Paper and the Wage Earner’s Income Tax Bill, 
subsequently passed as the Income Tax (Employments) 
Act, 1943, later to be implemented by the Income Tax 
(Offices and Employments) Act of 1944. Although Mr. 
Wilson dealt with this subject in the earliest stages of its 
existence, his lecture is still of the greatest value; he 
has added footnotes to bring his explanations into line 
with the 1943 Act. 

Mr. H. Heathcote-Williams, M.A., Barrister-at-Law, 
confined his lecture on ‘‘ Excess Profits Tax Problems ” 
to a dissection of the four different standards of profit, 
all of which he lucidly explains. The problems put to 


Mr. Heathcote-Williams in the discussion following the — 


lecture and his replies are very interesting and informa- 
tive, 


ject was “ Taxation of Farming Profits,”’ very wisely 
mentions some aspects of the preparation of farmers’ 
accounts before proceeding to discuss the ascertainment 
of liability to tax. The accountant who handles—say— 
retail shop records from the single small shop to the 
multiple has variety indeed in his experience, but even 
greater variety is to be found when handling farm 
accounts. The changeover from Schedule “B” to 
Schedule ‘‘ D ”’ has created a very large demand for the 
services of accountants at a time of depleted staffs ; 
therefore, a clear exposition upon farming records and 
taxation coming from an expert of long experience is 
most welcome, particularly to those who have not 
hitherto specialised in this subject. . 

This series of lectures now produced half-yearly is not 
only useful and interesting to the practitioner, but will 
be of much assistance to the absent student in i 
for a return to professional work. Not the least attrac- 
tive feature is the inclusion of the discussions which 


Rates Levied in Various Towns, 1943-44. Compiled 


by W. Allison Davies, F.S.A.A., Borough Treasurer, 


Preston. 
This is the 59th “‘ Preston” rate return, showing the 
amount in the { of the rate for local government purposes 
in the county boroughs, in 166 non-county boroughs, in 


ted Account- 


Mr. Joseph Stephenson, O.B.E., F.S.A.A., whose sub- ‘se 


76 urban district councils and in 28 metropolitan 
boroughs, analysed over the various services. The 
suppression for security reasons of the population figures 
makes the booklet of less interest than formerly. The 
variations in the rates for civil defence purposes are 
striking. Thus, among the blitzed towns we have 
Bootle, a rate of 1s. 3}d., Coventry a credit of 4d., Hulla 
rate of Is. 9}d. and Plymouth a rate of 44d. To some 
extent the difficulties are doubtless due to adjustments of 
Government grant, but nevertheless the variations are 
surprising. a ; 

The most interesting feature of the return is that it 
shows that Darlington and Stockport, two industrial 
towns, can manage on rates of 10s. and 9s. 9d. respec- 
tively, which is about the same as the rate for the seaside 


resorts and is well below the average for county boroughs | 


of 14s. 8}d. No one can contend that the inhabitants 
of these towns are backward or unhappy, and when we 
last visited Darlington we found it a pleasant place. 
Recently published statistical studies have attempted to 
explain this mystery, but not with complete success. 
Is the key to it in a sentence which occurred in a Dar- 
lington hand-book published-in 1939: “‘ So, as well as 
ratepayers considering and criticising the services they 
must also be prepared to ‘ weigh up ’ which is preferable, 
improved services, or lower rates ”’ ? 


Canteen Accounts. Prepared jointly by the Industrial 
Welfare Society and the Empire Tea Bureau. 
(Price 1s. net.) Z 

This booklet “‘ aims at setting out briefly the basic 
principles for accounts for canteens of all sizes but 
particularly the smaller ones.” Very properly it opens 
with the subjects of ordering and the recording of orders, 
stores control, stores records and stocktaking, and then 
proceeds with the financial accounts, the preparation of 
the trading, profit and loss account and balance sheet. 

Not only are the methods suggested unexceptionable, 
but there are some useful practical hints. Generally, for 
smaller canteens the best results will be obtained by 
reducing the “‘ paper work ”’ in the canteen to the mini- 
mum necessary to enable the Accounts Department to 


Miller’s Excess Profits Tax Law and Practice. — 


By William Miller, M.A., LL.B., F.I.P.A. Third 
edition. (Eyre & Spottiswoode (Publishers), Ltd., 
London. Price {2 5s. net.) ~ 
As more than four years have elapsed since the intro- 
duction of ‘the excess profits tax, it would be unreason- 
able to expect that the publication of a new treatise 
—or, more correctly, a revised editiom of a previous 
work—should be greeted with great enthusiasm. The 
perusal of the 400 odd pages of this volume was begun 
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without marked interest, but very soon keen interest — 


was aroused by the many evidences of the unusual scope 
of the researches which the author has made and his 
unremitting care in collecting material from every 
conceivable source. 

_ The book is a veritable mine of information, but the 
reward of delving is not a mass of intractable rock which 
has to be laboriously crushed and treated to extract 
a few grains of valuable material. Here the free metal 
is readily to be discovered and in generous measure. 
The accountant, obsessed by the diverse activities of 
general practice, will speedily learn where to look for 
guidance on the widely different problems with which 
he is confronted, be it the case of a farmer still struggling 


with the mysteries of book-keeping or the group of inter- 


connected companies which proliferates with dis- 
heartening frequency. 

The narrative is not confined to exposition of the law, 
examples are numerous and apt, the quotations from 
Hansard illuminate the intention of important sections, 
and references to other pronouncements, to practice 
and to administrative concessions, are helpfully intro- 
duced. The studious who seek an erudite and closely 
reasoned analysis of abstruse sections may be dis- 
appointed, but even these will find the book a helpful 
guide to the decided cases bearing on their particular 
problem, and so their researches will be facilitated. 

Continuous reading is made rather ot tenting by the 
variations of type and profuse use 


— The Sdinich 
Rise in Equities 


The Budget has been followed by the most substantial 
rise in equity share values which has occurred since last 
summer. It is remarkable that so strong a movement 
should have taken place at a time when impending 
military events might have inspired caution, but the 
countervailing factors have evidently been particularly 
powerful. They have consisted y of monetary and 
partly of Budgetary influences. On the monetary side 
the end of the peak period of tax collections and of the 
London Savings campaign has removed the principal 
check to the flow of.money into securities. At the 

same time Conversion 5 per cent. Loan has been repaid, 
and holders of some {70 million of stock who abstained 
from selling before maturity have been presented with a 
difficult reinvestment problem. inst this favourable 
monetary background, both Mr. Churchill and Sir John 
Anderson have come forward with “ bull’’ points for equi- 
ties which have provided the necessary stimulus to invest. 
The Prime Minister has spoken of the part which pre- 
fabricated building will play in maintaining full employ- 
ment in the iron and steel industries, and has thus been 
the first to point authoritatively to the peace poten- 
tialities of what has hitherto been ded as a war 
group of shares. The Chancellor of the Exchequer has 


not only imposed no new taxation, but has outlined — 


income tax concessions which should help greatly 
in the re-equipment and development of British industry 
after the war. Shipping and iron and steel shares have 
benefitted particularly from the promise of a 20 per cent. 
allowance of expenditure on new plant and machinery, 
while shares in the newer induStries have responded to 
the research allowances. In addition to these specific 
encouragements, the Budget drew fresh attention to the 
merits of equities as a hedge against inflation. The 
Chancellor’s discussion of the cost of living and the 
further expansion shown in the national income both 
strengthened the case. Whether it would have accelerated 
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Altogether this is.a valuable and up-to-the-moment 
book of reference which should ease the burdens of many 


‘overworked members of the accountancy profession. 


Pitman’s Commercial Law. By J. A. Slater, B.A., 

* LL.B. Thirteenth Edition by R. H. Code Holland, 

B.A. (Sir Isaac Pitman & Sons, Ltd., London. 
Price 6s. net.) 

The 236 pages of text are packed with information on 
law of contract, agency, partnership, companies, sale of 
goods, bills of exchange, notes and cheques, carriage of 
goods, insurance, suretyship and guarantee, securities, 


shipping, patents, trade-marks and copyright, banky — 


ruptcy practice, action at law and arbitration and 


‘ conflict of laws; there are references to 78 Acts of 


Parliament and 83 decided cases. 

The book is intended as an introduction to the subject 
and there is no doubt that it provides an efficient answer 
to the requirements of the various examination bodies. 
An appendix gives en examination questions 
relating to the contents of each chapter. 


BOOKS RECEIVED 


Supplement to The Law of Income Tax (9th edition). » 


By E. M. Konstam, K.C. (Stevens & Sons, Ltd., 
London. Price 5s. net.) 

The Typist’s Treasury. By Kate Stevens. Third 
edition. (Jordan & Sons, Ltd., London. Price 
3s. 6d. net.) 


in the City 


ious “‘ scissors ” movement between fixed interest 
prt oe and equities cannot be said, since the Conversion 
Loan repayment temporarily obscured the trend by 
providing funds of which a large proportion must auto-. 
matically be reinvested in fixed interest stocks. At all 
events there was no doubt about the immediate effect 
on equities. The Budget gave the investor, already well 
supplied with funds, a clearer picture of industrial pros- 
pects after the war, As a result, military uncertainties 
were not enough to. prevent a growth in demand. 


Building Society Merger 

The amalgamation of the Abbey Road and National 
Building Societies is now to be followed by a still larger 
operation, which will involve the merging of four more 
societies. In the first place, the Leeds Permanent and 
Woolwich Equitable are to be amalgamated into the 
British Building Society with assets of over £80 million. 
Subsequently it is hoped that the Liverpool Investment 
and Dunfermline Building Societies will be added to the 


new institution, bringing its assets up to about {86 + 


million. When the tion is complete the new 
British Building Society will rank as the second largest 
unit in the movement. The Halifax will retain first 
place, but the Abbey National with assets of {82 million 
will just be reduced to third place. It is generally agreed 
that there is a strong case for amalgamations in the 
building society movement. This case, applies, how- 
ever, to the really small and uneconomic societies, rather 
than to the already giant concerns which have been the 
only ones to show any disposition towards mergers. 
The fact is that the largest units are not necessarily the 
most economic’. There is an optimum size beyond which 
operating expense ratios increase with the size of the 
society. If operating economy were the only criterion, 
amalgamations should be confined to societies below 
rather than above the optimum size. In point of fact 
the tendency has been to reverse this principle. 
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Points from Published Accounts 


Imperial Chemical Industries 

Year by year Imperial Chemical Industries has 
improved the form of its accounts, and in certain 
important respects its 1943 statement carries the process 
a stage further. Thus, in view of the emphasis which 
has been placed, in evidence before the Cohen Com- 
mittee, upon the purely mechanical difficulties of 
presenting consolidated accounts in certain circum- 
stances, and in view of current discussions as to what 
‘should be held to constitute a subsidiary, the following 
note to the consolidated balance-sheet is of interest : 
‘“‘ Fourteen subsidiary companies have not been consoli- 
dated, no accounts being available owing to war conditions. 
Otherwise, the basis of consolidation is ownership, direct 
or indirect, of more than 50 per cent. of the issued or 
controlling capital.” . Another useful feature is that a 
note to the consolidated income statement indicates 
how the gross charge for British and overseas taxation 
is made up as between E.P.T. (£3,324,477) and income 
taxes (£5,469,413). But there is a fundamental defect 
in that this note goes on to say that “ the provision for 
U.K. taxation is based on the profits of the year, less 
past over-provisions.”’ No such qualification was entered 
a year ago, but in his annual review, the chairman did 
intimate that an increase in the net consolidated income 
was due partly to “a reduction in past provisions for 
taxation liabilities.’’ This, presumably, meant that in 
1942, also, the net result benefited from tax credits 


arising in respect of previous years. The omission of any 


— Legal 


EXECUTORSHIP LAW AND TRUSTS 
Legacies—Ademption—Compulsory acquisition of stock by 
Government. 

If a testator gives a legacy which is a specific gift, but 
alienates the subject-matter in his lifetime, normally the 
legacy fails owing to the rule of ademption. In Re Borne 
(1944, 1 All E.R., 382), Vaisey, J., decided a case not 
covered by authority. It affects cases where the 
Government compulsorily acquires securities. The testa- 
trix, by her will made on March 26, 1935, bequeathed £300 
Union of South Africa Stock, 1945-75, to her sister. 
Before the death of the testatrix, the Government of the 
United Kingdom, for war purposes, required that all 
such stock should be transferred to the Treasury at a 
stated price. The testatrix died on December 6, 1941, 
holding £300 of the stock. It was subsequently trans- 
ferred by the executors, who received {321 15s. 6d. 
_ therefor. It was contended that the action of the 
Government acted as an ademption. Vaisey, J., held 
that the gift was not a specific gift, and that the legatee 
was entitled to the sum received by the executors from 


hn Foeniny & SER a ee oe: 


Discretionary trust—Forfeiture—AUl beneficiaries resident — 


in enemy territory. 

In Re J. A. A. Witthe, deceased (1944, 1 All E.R. 383), 
Vaisey, J., decided a question affecting beneficiaries 
under a will who were resident in enemy territory. The 
testatrix left the income of her estate upon protective 
trusts (as defined by Section 33 of the Trustee Act, 1925) 
for the benefit of her sister, with a discretionary power to 

pay her any part of the capital of the estate, and subject 
thereto to pay the capital and income to the King 
Edward's Hospital Fund for London. Both the sister 
and the sister’s husband (the only other possible berte- 
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information about the size of those credits—an omission 
which leaves the current net earning capacity a matter 
of doubt— mars what would otherwise be a thoroughly 
satisfactory set of accounts. 


Accumulated Depreciation 

A feature of the balance-sheet of Ford Motor is that 
it gives a detailed historical account of the values placed 
upon the fixed assets. Freehold and leasehold land, 
buildings, factories, etc., are brought in at 3,683,745, 
and that figure is shown to have been determined after 
deducting {1,140,823 for depreciation and amounts 
written off. Similar treatment applied to machinery, 
plant, tools and other equipment reveals quite a specta- 
cular position, for here deduction of depreciation and 
obsolescence provisions of £6,369,086 leaves a present 
book value of only £1,949,747, in contrast with cost of 
£8,318,838. An interesting change of policy in relation 
to fixed assets has been made by Brush Electrical 
Engineering. A transfer of {40,000 has been made from 
the reserve for depreciation and renewal of plant, and 
applied in ‘reducing the plant, machinery, etc., to the 
Inland Revenue valuation. The balance of £120,000 
left in the reserve has been reconstituted as a reserve for 
obsolescence and renewal of plant, and the report ex- 
plains that in future the income tax wear and tear 
allowance will be written off annually and that amounts 
will be transferred to obsolescence reserve from time to 
‘time from net profits. 


Notes 


ficiary under the protective trusts) were resident in 
France, and therefore were at all material times affected 
with enemy status. It was contended that, upon the 
failure of the protective trusts, the words “ subject 
thereto ’’ in the will caused the property to vest in the 
Hospital Fund and that the income was not payable to 
the Custodian of Enemy Property. Vaisey, J., held that 
(1) although the trust was not in terms upon protective 
trusts during the life of the sister, yet, upon the proper 
construction of the will and having regard to the gift of 
capital to the sister, the gift was only one during her 
lifetime ; (2) the income was payable to the Custodian of 
Enemy Property during the sister’s lifetime. The judge 
observed that people who refer to statutory provisions 
which are designed to be incorporated in wills, ought to 
do so with care. 


Wills—Vesting—Gift of fund to child on attaining 21. 
Although contingent in form, a gift may be construed 
as vested if the whole income of the gift is given to the 
beneficiary even though the contingency is not fulfilled. 
In Re Rogers (1944, 1 All E.R. 408), the testator had 
bequeathed £2,000 in trust for his wife for life and after 
her death to his grandson on Attaining 21, with a 
that, should his wife die before the grandson attained 21, 
then the executors were to pay the income of such fund 
to the mother of the grandson for his advancement and 
education. The wife died in 1941 and the grandson 
died in 1943, aged 10.. Vaisey, J., held that there was no 
such complete gift of the entirety of the income to the 
child as to displace the prima facie contingency arising 
from the words “ on his attaining the age of 21 years.” 
Therefore the gift was contingent and failed. A person 
to whom income is to be paid for maintenance of an 
infant cannot be made to account for the income. 
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Society of Incorporated Accountants 


The Annual General Meeting 
_ The fifty-ninth annual general meeting of the Society of 
Incorporated Accountants and Auditors was held at Incor- 
porated Accountants’ Hall on May 18. 

Mr. Richard Witty (President of the Society) who occupied 
the chair, delivered the address which is printed on page 169, 
and moved the adoption of the Report and Accounts for the 
year 1943. ‘ 

Mr. Fred. Woolley (Vice-President) formally seconded the 
resolution. : 

Mr. T. H. Nicnotson (London) said he hoped that the 
warmth of the reception which was given to the President’s 
address would have conveyed to him their very keen apprecia- 
tion and regard for the work which had been done by himself 
and the Council during the past year. He hoped, also, the 
President would regard it as a spontaneous expression of 
thanks for his address, which showed great breadth of vision 
in dealing with the problems of the near future. In connection 
with the problems which would arise on demobilisation, 
details had been given of the extent to which professional 
service could be shortened, not only for existing articled 
clerks, but also for those who had perhaps not entered upon 
any professional career. It really meant that those concerned 
would have to acquire in that shortened space of time the 
knowledge which was necessary to attain the standard upon 


which the Society had always insisted. It was the clear duty 


of every member of the Society to see that the candidates 
acquired that knowledge within the shortened period, and that 
would mean sacrifices on the part of all of them ; he was quite 
sure that Incorporated Accountants would make these 
sacrifices in peace-time as they had made others in war-time. 
Co-ordination had been near to his heart for many years. 
‘Great strides had been made, and it was very pleasant to 
read that the Society was unanimously in agreement with the 
Institute on the matter. It only remained for the members 
to wish the Council every success in getting their complete 
scheme through. It had got to come ; let it be hoped that it 
would be got through now. (Applause). 


Mr. F. A. Roperts (London) said that a year ago he had 
caused to be published a book in which he had contended that 
accountants who, in the computation of E.P.T., were including 
contracts in progress at a figure after deducting contract pre- 

yments, were not acting strictly in accordance with the 

th Schedule of the Finance (No. 2) Act, 1939. Since his 
reference to that point at last year’s meeting he had received 
correspondence from accountants and industrialists through- 
out the country, fromi members of the Bar, and from members 
of their own Council, as well as considerable support from the 
Press. He had been asked to summarise the four main points 
upon which he had relied. Most Government contracts 
provided that all material purchased for the job by the 
contractor should immediately become Government property. 
Secondly, the great majority, if not all, of Government con- 
tracts were entire—as distinct from being severable—in their 
nature. There was, therefore, in law, no debt due under an 
entire contract until it was fully a so that progress 
— were on account of a billing. Thirdly, most 


partments were prepared to effect pre-payment or progress 


payments to the limit of 90 per cent. of the expenditure in- - 


curred to date. This expenditure was used merely as a measure 
of the progress payment, which was not affected by the nature 
of the expenditure—it was a payment on account of a billing 
figure. If, therefore, it be wage that a progress payment 
was not, in law, in reduction of the expenditure, there could 
be no legal justification for deducting it in the computation 


of E.P.T. Lastly, he had had legal advice on the treatment 
in the capital computation of the credit balance arising from 
the receipt of progress money. Where the contractor received 
a pre-payment, the Ministry did not become a creditor of the 
contractor, The 7th schedule provided for the deduction of 
debts and accrued charges ; it followed that there was no 


high standard of education was desirable 


debt, and therefore nothing to be dedueted upon proper 
consideration of the 7th Schedule. 

Mr. E. Mites Taytor (London) said he understood that 
certain modifications of the examination syllabus were in 
prospect. He considered that matter was one of great urgency 
because they all hoped that the European part of the war 
would be over before the Society’s sixtieth birthday. Although 
he spoke as a member of the Society, it was fairly well known 
that he dabbled in tutorial matters (laughter) and he was 
anxious to go ahead and prepare courses at the lowest econ- 
omic level of expenditure to be offered at the lowest conceiv- 
able fee to students now serving. ing was essential, and 


Planning 
. if the Council would rationalise the syllabus he would be 


duly grateful. 


Mr. D. F. Goopr (London) congratulated the President 
on the successful termination of another year of office, which 
obviously had been one of great stress for him and his col- 
leagues on the Council. He was particularly interested to 
hear that the Society was in consultation with the University 
authorities. The system of education and training for the 
profession did not entirely lend itself to academic train- 
ing in the universities; but on the broad und that a 
fore a man 
entered the profession, he was very glad to know that some- 
thing was being done in that connection. He had not had the 

leasure of seeing the publication ‘‘ Design of Accounts,”’ 
ut he felt quite sure that the members of the Council would 
have gained much help from the recommendations made by 
the Institute. He would like to express pleasure at the form 
in which the Society’s accounts were presented. The elimina- 
tion of shillings and made them very much easier to 
read. In connection with co-ordination, it must be a dis- 
appointment to members of the Council that it had not been 
ible to reach ent. He would like to read an extract 

m The Economist of May 13. It said :—‘* No information 
is forthcoming about the scope of the agreement, which it 
was sought to obtain, but it is believed it dealt mainly, but 
not solely, with the accountant as auditor. There can be ~ 
little doubt that to obtain more informative accounts it is 
necessary to improve the status of the auditor.”” It then went 
on to say that The Economist twelve months ago supported 
what it took to be a-demand for licensing, subject to action 
being taken which would prevent the profession from becom- 
ing a closed shop, 

Mr. A. J. INcram (Newcastle upon Tyne) remarking that 
he would like to contribute a few words of appreciation from 


- the North, expressed gratitude to the President and the Council 


for the work they had done. He intended to call his members 
together and convey to them the contents of the President's 
speech and to let them see what the Council were doing. 


Mr. Donatp H. Batzs (Stoke-on-Trent) said it was wonder- 
ful there should be such a good attendance in spite of the 
difficulties. He had a sincere regard for the Society, because 
it happened to be the same age as himself. (Laughter). 


Mr. G. J. Hakim (London) said he had listened with great 
interest to the various points of discussion. He would very 
thuch like to see co-ordination brought into effect, especially 
in view of the considerable number of unqualified accountants 
in the smaller firms. It seemed that quite a number of un- 
qualified accountants had gained their experience in solicitors’ 
offices. With great respect to that Foam + he hardly con- 
sidered training in a solicitor’s office would fit a man to 
practise as an accountant.. He had often been asked to 
describe the difference betwéen Chartered, Incorporated and 
other bodies of accountants, and personally he had always 
found the greatest difficulty_in being sufficiently modest 
about it. He thought they could leave the question of co- 
ordination in the hands of the Council, and that members 
would, in due course, be allowed to express their opinion on 
the arrangement. The Society should try to ensure that when 
an Incorporated Accountant came into the public eye favour- 
ably he was given due credit for being a member of their 
Society. 
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Mr. C. E. Craripce (Bradford) thanked the Council for 
what they had done with regard to co-ordination. It was a 
matter that was very much in his father’s heart when he was 
a member of the Council. The question of the men returning 


from the Forces. after the war was one of the most important 


matters that could possibly be dealt with by the ‘Society ; 
there were a few dribbling back now. With Mr. Percy Toothill 


_ he had had the pleasure of meeting representatives of a group 


of educational bodies in Yorkshire on that matter ; he thought 
those bodies were well alive to the necessity of some form of 
assistance to all the men who would be coming back, whether 
they had been in the profession before or not. 

Mr. J. E. Spoors (Newcastle upon Tyne) said they did not 
seem to make any progress in persuading the Treasury to 
give publicity to or to issue any list of tax concessions, with 
the result that one accountant found out about them and 
another did not. That was not fair, and he thought they 
should press for some method of making the concessions 
available to the public, or at least to the accountancy 
profession. His second point was that the Government 


was now requiring certificates for everything under the 


sun. There was going to be a Committee in the House 
of Commons to look after Statutory Rules and Regulations, 
and he thought they might suggest to that Committee 
that when the Government was going to ask for certificates 
from accountants they should consult the profession as to 
how the certificates were to be worded, and secondly, whether 
the accountancy profession could give them. They were 
taught that an accountant should not value stock, but 
should accept the expert’s opinion. That hardly applied now ; 
they had to certify everything and he was afraid that a number 
of them —— certificates very much relying on the client’s 
honesty. 

carefully watched. 


THE PRESIDENT said that members had been very kind 
inasmuch as he had very few questions with which to deal. 
He would like to endorse Mr. Nicholson’s suggestion that it 
should be the duty of all employers to give special facilities 
to men returning from the Forces to enable them to pick up 
in a short period all the practical training they needed, and 
he was glad Mr. Nicholson had raised that point. Mr. Miles 
Taylor had asked for rationalisation of the examination 
syllabus ; he was not sure whether he wanted it rationalised 
from the student’s point of view or the Council’s point of 
view, but there might be a difference between the two. 
It was comimon knowledge that their syllabus was revised 
shortly before the war, but the war intervened before the revis- 
ion was put inte operation. Although that revised syllabus 
was ready for use, as Mr. Miles Taylor knew, it would need 
further consideration. One difficulty even now was that they 
did not know how long the war would last and the position 
as regards final revision must d d on the total length of 
time during which students were in the Forces and away 
from their careers. 

The only other question concerned the publication of 
tax concessions. It was a subject which had cropped up 
on many occasions. The Revenue did not hesitate to 
say that one of the real difficulties would be that if the 
concessions were published they would immediately. be taken 
to have the force of law. That was undesirable because con- 
cessions, in a great many cases, depended upon the particular 
circumstances of the case which was being considered. They 
were able to quote the Indian Treasury Taxation Board, who 


had, as a matter of fact, published their concessions with—he 


would not say with disastrous—results, but with results which 
were certainly not intended, because those published con- 
cessions were being continuously quoted against the Revenue 
as if they*had the full force of statute law. Suggestions had 
been made from time to time that they, as a Society, or 
somebody else should publish concessions. The matter had 
been very carefully considered quite recently ; the conclusion 
reached was that it was practically impossible to prepare 
complete lists and to make them available to everybody, and 
at the same time to give the circumstances of the individual 
cases which led to particular concessions. His personal view 
was that there was no hope that the revenue would publish 


e thought that was a question which should be 
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in full what the profession had come to regard—not entirely 
correctly—as “‘ concessions.” 

Then. Mr. Spoors had suggested that they should raise the 
question whether auditors ought to give certificates for 
everything ; he thought that was a good point and he would 
ask Mr. Garrett to bring it to the notice of the Committee 
charged with examining the Statutory Rules and Orders so 
that the point might be borne in mind. The only difficulty 
was that the Committee was appointed to examine the Rules 
and Orders after they had come into force, but he thought 
it might be possible to do something in that direction. 

The motion for the adoption of the report and accounts 
was then put to the meeting by the President and duly 
carried. 

Tue Prestpent then moved: “‘ That the contributions 
made by the Council from the funds of the Society of In- 
corporated Accountants and Auditors of three hundred 
guineas to the Joint War Organisation of the British Red 
Cross Society and the Order of St. John of Jerusalem, and of 
one hundred guineas to the National Y.M.C.A. War Service 
Fund, be and are hereby confirmed.”’ He did not think any 
words were necessary from him in proposing the resolution ; 
he was sure members all felt that as a Society they were 
doing just their little bit towards helping those excellent 


‘institutions. The resolution was carried unanimously. 


Mr. R. M. Branson (Leicester) then moved and Mr. J. 
PaTERSON Broprg (Stoke) seconded the re-election of the 
retiring members of the Council, whose names were given in 
the report. 

Mr. E, MILes TAYLOR (London) expressed the hope that the 


Council would, between now and the Society’s sixtieth annual 


general meeting, put forward recommendations for the 
alteration of Article 49 so that-the four-fifths of the members 
who were Associates might have some representation on the 
Council. The President undertook to see that this observation 
was brought to the particular attention of the Council. 

The resolution was then put to the meeting by the President, 
and it was carried unanimously. 

The retiring auditors, Mr. Arthur H. Hughes —_ Mr. 
Percy H. Walker, were re-elected. 


Mr. Hucues thanked the meéting on behalf of himself and : 


Mr. Walker. 


Mr. E. Cassteton Ettiott, in proposing a cordial vote 
of thanks to the President, said he would like to refer icu- 
larly to his efforts in regard to co-ordination. Mr. Witty was 
a man who took some little time to make up his mind ; he 
looked at the pros and cons of a subject before making a 
decision, but once his decision was formed there was nothing 
on earth that could stop him from to carry it out. 
Having made up his mind, as they all had, that co-ordination 
was necessary for the development of accountancy, he had 
worked very hard indeed during the past two years to bring 
it about. That his efforts had not been entirely successful was 


not his fault. He had greatly strengthened the friendly rela-_ 


tions between the Society and the Institute of Chartered 
Accountants, and for that they were duly grateful. They 
were also grateful for his address, y 
thanked: him for what he had said in d to post-war 
problems. Members would appreciate that he had considered 
that matter very carefully with the members of the Council, 
and the Society was going to do the best it could for those who 
came back. They admired his courage and they were glad 


that he looked so youthful as he did‘; they nag A he would ~ 


retain that youthfulness to serve the Society still better in 
the future. 
The motion was carried by acclamation. 


THE PRESIDENT said he appreciated the kindly terms which 
had been used by Mr. eton Elliott and endorsed by the 
meeting. Be king. gn be hed tha heath ond viguer be Setpes 
they would allow him to devote himself to the interest of the 
Society. Although they could not always see at once the 
direct result of their efforts, he thought in the long run they 
would very definitely achieve something on behalf of the 
Society. (Applause). 
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FIFTY-NINTH ANNUAL REPORT OF THE COUNCIL 


Membership 
During the year, 65 members have been admitted and 
77 Associates advanced to Fellows. The figures for member- 
ship at December 31 are: Fellows, 1,587; Associates, 
6,295; Honorary Members, 2; Total, 7,884. (Members 
in practice, 2,870 ; Members not in practice, 5,014.) 


President and Vice-President 
In May, 1943, Mr. Richard A. Witty, London, and Mr. 
Fred. Woolley, J.P., Southampton, were re-elected President 
and. Vice-President ‘respectively. 


Obituary 

Notification of the deaths of 54 members, including those 
killed on Active Service or by enemy action, was received 
with regret. 
The Council acknowledges the valuable services to the 
Society of Mr. Arthur S. Ballieu, Melbourne, Chairman of 
the Victorian Committee, and of Mr. Sinclair J. McGibbon, 
Perth, W.A., both of whom died in 1943. 


_War-Time Appeals 
The Council made contributions from the Society’s 
funds of three hundred guineas to the Joint War Organisation 
of the British Red Cross and Order of St. John and orie 
hundred guineas to the National Y.M.C.A. War Service 
Fund. A resolution to confirm the action will be submitted 
to the annual general meeting. 


tative of the 
Accountants in England and Wales, Scotland and Ireland, 
and has been submitted to the ive Councils. A few 
points remain under discussion, but it is hoped that at an 
se macy it will be possible to bring the scheme before the 
mem 


Members and Examination Candidates Serving with 
H.M. Forces 
A Committee of the Council was appointed to consider 
problems relating to members, articled clerks and other 
examination candidates serving with H.M. Forces or engaged 
in other full-time national service. There have been con- 
versations with the Ministry of Labour and National Service 
on the broad aspect of the problems. The accountancy 
bodies have agreed that they will, as far as may be possible, 
make parallel concessions in the normal conditions of-entry 
to ¢andidates whose training has been interrupted. The 
concessions will be announced shortly and the Council will 
consider what facilities may be made available to serving 
members and candidates. 4 


Company Law Amendment 


The President of the Board of Trade appointed a Depart- 
mental Committee under the Chairmanship of the Hon. Mr. 


Justice Cohen to consider what amendments are necessary . 
and desirable in the law relating to companies. A Committee | 


of the Council of which the Vice-President, Mr. F. Woolley, 
was Chairman, prepared a memorandum of evidence which 
has been submitted to the Board of Trade Committee. Oral 
evidence will also be given on behalf of the Society by Mr. 
E. Cassleton Elliott, Past President, and Mr. A. Stuart 
Allen, member of the Council. 


Post-War Fiscal Policy 
Representatives of the Accountancy profession forwarded 
to the Board of Inland Revenue for submission to the Chan- 
cellor of the Exchequer a memorandum on post-war fiscal 
policy in relation to income tax as applied to commercial 
and industrial profits. The memorandum was based on 
ec pipe experience of members of the accountancy 
ies. : 


Finance of Small Businesses 
upon the methods of financing small businesses 
@ war was pre on behalf of the Council and 
war sehadoostl ote of Trade. 


The Incorporated Accountants’ Research Committee 

The activities of the Research Committee, which were 
resumed in 1942, have been continued. A work on “‘ Design 
of Accounts ” is now in the press and will be published by 
the Oxford University Press for the Research Committee. 
The authors are Mr. F. Sewell Bray and Mr. H. Basil Sheasby, 
two members of the Committee. 


Branches and District Societies 

During 1943 the Branches and District Societies have been 
able to extend their work and a number of meetings have 
been held. A Conference of members of the Council with 
representatives * = Branches and District Societies will 
be held in 1944, se to the request of the President, 
the local Sammie ioe furnished information to the 
Council on company law, taxation and other matters. 

' Overseas Committees 

The Council expresses its thanks to the Chairmen, Members 
and Hon. Secretaries of Overseas Committees of the Society . 
for their advice and co-operation during 1943. 


¥ Prisoners of War 

The President and Council have continued to keep in 
touch with members and candidates who are prisoners of 
war. Examinations have been conducted in prisoner of 
war camps and the Council is glad to record that a number 
of candidates have passed. The Council tenders its thanks 
to the Red Cross and Order of St. Po War Organisation 
for carrying out the arrangements 

Seamen’s Welfare - 

The President, Mr. Richard A. Witty, was appointed a 
member of a Committee set up by the Minister of Labour 
and National Service and the Minister of War — on 
seamen’s welfare in ports. 


The Society’s Examinations 
The following are the statistics for 1943. The figures 
include results in respect of certain candidates who sat in 
1942, which were not available until 1943, and prisoners of 


war. 
Preliminary Intermediate Final - 
Honours ... Sad 1 2 2 
Passed ie eee 71 96 46 
Failed an te _ 89 212 52 


ees "| 310 100 


Honours were awarded to the following candidates :— 


FinaL EXAMINATION 

lst Certificate of Merit. 

Owen, Jack, West Bromwich (Prize) 
2nd Certificate of Merit. 

Allen, William Edward, Cardiff. 

INTERMEDIATE EXAMINATION 

Ist Place Certificates. 

Greenway, Bernard Arthur, West Bromwich. 


July, 1943 
Waterfall, Ronald Frederick, Barking. 
December, 1943 


July, 1943 
July, 1943 


PRELIMINARY EXAMINATION 
Ist Place Certificate. 
Maidment, Victor Frank, London. December, 1943 


Sir James Martin Memorial Exhibition 
An exhibition was awarded to :-— 
Frank Holloway, Articled Clerk to Mr. Frank Hall, 
F.S.A.A., Leeds. 
Council 


__ The following members of the Council retire and,being, 
eligible, offer themselves for re-election under Article 49 :— 
London.: Mr. William Norman Bubb, Mr. Major James 
Faulks, M.A., Mr. Walter Holman. 
Provinces : Mr. Charles Percival Barrowcliff, Mr. Richard 
Wilson Bartlett, J.P., Sir Thomas Keens, D.L., Mr. Edmund 
Lund, M.B.E., . Percy Toothill, Mr. Arthur Herbert 
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Co-ordination of the Accountancy Profession 
A draft scheme has been prepared by the Co-ordination 
a 
po ai 
i. 
ee Walkey. . 


ACCOUNTANCY June, 1944 
Auditors ‘ y Accounts « be 
. Arthur Henry Hughes, Accountant, The audited accounts of the Society for 1943 are annexed 
to this report. Five thousand pounds of the Society’s 
debentures were redeemed in 1943, leaving £30,000 
outstanding. 


REVENUE ACCOUNT, for the year ended December 31, 1943 
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5,278 
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BALANCE SHEET, December 31, 1943 


- 


National War Bonds 1945-47 
National War Bonds 1946-48 
National War Bonds 1949-51 


Sseiate 36 Spemaaesel Some at 
On ae % Mortgage Debentures (Gift) ... 
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7 COUNCIL MEETINGS 


—THURSDAY, MAY 18, 1944 
Present : Mr. Richard A. Witty (President) in 
Fred wo J.P. (Vice-President), Mr. F. J. 
(ue . Stuart Allen, Mr. C. Percy Barro 5 
‘ison Barilets, J Mr. RUM. Brasson Me. J. Paterson 
ie Mr. W.\Norman Bubb, Mr. W. Allison Davies, C.B.E. 


'(Secretary). 
for non-attendance were received from Mr. 


wetson Nelson, i Mr. J Ih Stephenson, O.B.E., 
. T. Dunlop, Mr. A . H. Walkey and Mr. E. Lund, M.B.E. 


SALUTE THE SOLDIER WEEK 

The President stated he had received a letter from Mr. 
Sydney Parkes, C.B.E., the chairman of the City of London 
Campaign Committee, expressing the thanks of his Committee 
for the co-operation of the i and other accountancy 
bodies in the recent campaign for ‘‘ Salute the Soldier ’’ week. 


EXAMINATIONS IN PRISONER OF WaR CaMPs 


It was reported that further results had been declared, and 
that one candidate had been successful in the Final Examina- 


tion and eight in the Intermediate Examination. A communi- . 


Se ee a 
t 


ARTICLED CLERKS AND EXAMINATION CANDIDATES SERVING 
: witH H:M. Forces 

The chairman of the Post-War Committee, Mr. Walter 

Holman, reported (i) that the concessions approved by the 

Council had been published in ‘‘ Accountancy ’’ and copies of 


the Memorandum sent to the District Societies ; (ii) that there’ 


had been conversations between representatives of the 
accountancy profession and Lord Hankey’s Committee on 
the Further Festeecticn and Training of war candidates ; 

(iii) that the Post-War Committee of the Council were con- 
sidering ag or for “‘ reminder ”’ courses for members and 
for suitable tuition facilities for articled clerks and examina- 

tion candidates upon their return from war service. 


Company Law AMENDMENT COMMITTEE 
The Council adopted a resolution of thanks to Mr. E. Cassle~ 
ton Elliott and Mr, A. Stuart Allen, who had given evidence 
before the Cohen Committee and to Mr. J. A. Jackson, 
F.S.A.A., who had rendered valuable assistance as Hon. 
Secretary to the Society’s Sub-Committee. 


SouTH AFRICAN MATTERS 
The Council received ts and minutes of m from 
the Committees of the Society in South Africa, and the annual 
report of the Northern Branch, Johannesburg, for the year 
ending December 31, 1943. The Council expressed apprecia- 
tion of the activities ‘of the Committees in South Africa. 


DEATHS 
The Secretary reported the death of each ofthe fllowing 
members : 
Affleck, Arthur (Associate), Johannesburg. 
Allen, Henry James (Fellow), Sheffield: 
Baird, Walter (Fellow), Chester. 
Dawe, Reginald Arthur (Associate), Capetown (on active 
service). 
Duck, Frederick James (Fellow), London. 
Haley, James Herbert, Sen. (Fellow), Bradford. 
Harcourt, Harold (Fellow), Birmingham. 
McVie, Alexander Malcolm(Associate), Indianapolis, U.S.A. 
Periam, Harry (Associate) London. : 
Proctor, Samuel (Associate), Padiham. 


A second meeting of the Council was held after the 
Society’s annual general ing. Mr. Richard A. Witty 
(President) took the chair and was su by Mr. Fred 
Woolley (Vice-President) and other members of the Council. 
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ELECTION OF PRESIDENT AND VICE PRESIDENT 

Upon the motion of Sir Thomas Keens, Mr. Richard A. 
Witty was re-elected President of the Society . Upon the 
motion of the President, Mr. Fred Woolley was re-elected 
Vice-President. The President and Vice-President acknow- 
ledged their re-election and the President thanked the mem- 

bers of the Council for their support during the past year. 

ELEcTION OF COMMITTEES 

The Disci Committee of the Council was elected 
Sco tan ennaletoass ber telt in accordance with the Society's 
Articles, and the other Committees of the Council were 


MEETINGS OF THE COMMITTEES ~ 

After the Council eens be a of each Committee 
was held. The. following chairmen vice-chairmen were 
appointed : 

ay set + Commitiee ; Chairman: Mr. Henry Morgan : 
Vice-Chairman : Mr. R. Wilson Bartlett. 

‘Finance and General Purposes Commitiee: Chairman : 
Mr. E, Cassleton Elliott ; Vice-Chairman : Mr. Percy Toothill. 


- Examination and Membership Committee: Chairman : 
Mr. Henry Morgan ; Vice-Chairman : Mr. Walter Holman. 


Parliamentary Committee : Chairman : Sir Thomas Keens ; 
Vice-Chairman : Mr. F. J. Alban. 

Articles and Bye-Laws Committee : Chairman : Mr. Richard 
A. Witty. 

District Societies Committee: Chairman : 
Keens ; Vice-Chairman : Mr. Walter Holman. 


BRANCHES AND DISTRICT 
SOCIETIES CONFERENCE 


A conference of members of the Council, with representa- 

tives of branches and district societies, was held at Incor- 

tad Acoountente’ Hall, on May 19. Mr. Richard A. 
itty, president of the Society, occupied the chair. 

There were present: Mr. Fred. Woolley (vice-president), 
Sir Thomas Keens (Chairman of the District Societies Com- 
mittee), Mr. F. J. Alban, Mr. A. Stuart Allen, Mr. J. Paterson 
Brodie, Mr. R, Wilson Bartlett, Mr. C. Percy Barrowcliff, 
Mr. Ww. Allison Davies, Mr. E. Cassleton Elliott, Mr. Alex. 
Hannah, Mr. Walter Holman, Mr. Bertram Helson, Mr. T. 
Harold Platts, Mr. R. E. Starkie, Mr. Percy Toothill, Mr. 
— Turner (Members of the Council); Mr. C. J. Andrews, 

uth of England; Mr. H. G. Ayres, London ; . Edward 
Baldry, London ; ‘Mr. R. N. Barnett, London ; Mr. D. H. 
Bates, N. Staffordshire ; Mr. A. Blackburn, S. Wales and 
Mon. ; Mr. W. J. S. Bosworth, Notts, Derby and Lincoln ; 
Mr, J. Boucher, “erg Mr. A. J. ' Brindley, Yorkshire ; 
Mr. Andrew Brodie, N . Staffordshire ; Mr. H. S. Bull, Devon 
and Cornwall; Mr. J. Burton Carter, Notts, Derby and 
Lincoln ; Mr. j. C. Chaumeton, London ; Mr. C. E. Claridge, 
Bradford ; Mr. W. C. Coxon, N. Staffordshire; Mr. A. H. 
Crumpton, Hull; Mr. Tudor Davies, S. Wales and Mon. ; 
Mr. F. Dean, Bradford; Mr. J. Donaldson, Preston; Mr. 
T. W. Dresser, Leeds; Mr. A. J. Girling, Sheffield; Mr. 
C. E. Gray, Sheffield ; Mr. F. Harrop, Manchester; Mr. 
L. C. Hawkins, London ; Mr. T. Haworth, London ; Mr. D. 
Hayden, E. Anglia ; Mr. W. G. Hunniball, N. Lancashire ; 
Mr. A. V. Huson, London; Mr. A. V. Hussey, London 
Students; Mr. A. J. I , Newcastle-on-Tyne; Mr. F. 
Martin Jenkins, London ; Mr. "HL O. Johnson, West of Eng- 
land; Mr. C. Yates Lloyd, Manchester ; Mr. W. McMath, 
Liverpool ; Mr. A. Macdonald, Hull; Mr. D. Mahony, 
London Students ; Sir Adam Maitland, M. P., London; Mr. 
W. T. , Leicester ; Mr. T. O. Morgan, Swansea and 
S. West Wales ; Mr. F. G. L. Moore, East Anglia ; Mr. S. T. 
Morris, London Students; Mr. H. S. Parkin, Newcastle-on- 
Tyne; Mr. P. D. Pascho, Devon and Cornwall ; Mr. E. 
Ewart Pearce, S. Wales and Mon. ; Mr. C. Pearson, Liverpool ; 
Mr. J. J. Potter, Birmingham ; Mr. L. Quinton, London ; Mr. 


Sir Thomas 


' §. C. Rainbow, London ; Mr. F. S. Ralphs, N. Staffordshire ; 


Mr. J. W. Richardson, Sheffield ; Miss P. E. M. Ridgway, 
Hull; Mr, S. Rix, Manchester ; Mr. W. Robinson, Stoke-on- 
Trent ; Mr. L. E. Rudkin, Leicester ; Mr. J. Scott-Moore, 
i . Smith, Leicester ; 

.Vv. Vale, Ss. Wales 
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Wallis, Notts, Derby and Lincoln; Mr, J. Wareing, N. 
Lancashire ; Mr. G. A. Watkins, Swansea and S.W. Wales ; 
Mr. F. A. Webber, South of England; Mr. R. A. West, N. 
Staffordshire ; Mr. T. E. Williams, Cumberland and West- 
morland ; Mr. W. S. Wilson, Bradford ; Mr. G. A. Windsor, 
Yorkshire ; Mr. G. E. L. Whitmarsh, Devon and Cornwall ; 
Mr. F. W. Wright, East Anglia. 

The President, in opening the Conference, said that it 
gave the Council and him much pleasure to welcome the 
Tepresentatives personally and to have the opportunity of 
ascertaining their views upon the important matters on the 
agenda. This was particularly the case in 1944 as it was four 
years since the last conference was held ; he hoped circum- 
stances would permit of the conference being held annually 
in future. He expressed the appreciation of the Council for 


the endeavours of the Presidents, Committees, and Honorary. — 


Secretaries in maintaining on a limited scale the work and 
organisation of the Branches and District Societies under 


’ extremely difficult conditions. He was glad to see at the con- 


ference practising members, members engaged as comptrollers 


or chief accountants to public utility and industrial under- 


takings, and members who were with professional: firms, 
particularly as an expression of the unity in the Society’s 
membership. 

The Conference discussed post-war arrangements affecting 
members, articled clerks and special bye-law candidates 
upon their return from service in H.M. Forces ; professional 
education and training; taxation; and the position of 
members who are industrial accountants. 

At the conclusion of the morning session, a luncheon was 
given at the Waldorf Hotel, when-the President took the 
chair. Mrs. Witty, who had been invited by the Council, 
was cordially received. This was the only opportunity Mrs. 
Witty had had of being present at a function during Mr. 
Witty’s presidency. The toast of The President and Mrs. 
Witty was proposed by Sir Adam Maitland, M.P., F.S.A.A., 
supported by Miss Phyllis Ridgway, J.P., F.S.A.A., to which 
both Mrs. Witty and the President responded. In his reply 
the President was happy to welcome to the luncheon Captain 
J. G. Dudley, A.S.A.A., the Private Secretary to The Right 
Hon. The Prime Minister of Southern Rhodesia. 


SOUTH AFRICAN (NORTHERN) 
BRANCH 


The annual meeting of the South African (Northern) 
Branch was held in Johannesburg on February’ 29, when 
Mr. C. R. Savory, F.S.A.A., the Chairman, presided, and 
submitted the forty-first report of the Branch. The report 
is an interesting record and reflects the forward-looking view 
of the Chairman and Committee and the valuable executive 
work of Mr. R. B. Hogg, M.C., the Honorary Secretary. 

No less than 74 members—of a total of 256—.and 70 articl 
clerks, are on active service. We join with the Committee in 
congratulations to the following articled clerks, who have 
received honours for gallantry and devotion to duty : Captain 
D. S. Rogan, D.S.O., Captain C. Mackeown, D.F.C., Lieu- 
tenant J. A. Lithgow, D.F.C. With much regret, the Com- 
mittee record the death on active service of Lieutenant 
W. P. Colman, S.A.A.F., and Lieutenant C. H. Nethersole, 
S.A.A.F., former articled clerks, 

The report refers to communication with the Research 
Committee of the Society in London, and to the formation 
in Johannesburg of a Research Committee under the zgis 
of the University of the Witwatersrand, the Transvaal Society 
pr age and the Northern Branch of the Incorporated 

iety. 

We have referred in a Professional Note to the consider- 
ation by the Committee of the requirements of various Con- 
trollers as to returns required to be certified by auditors. 

A number of members were good enough to contribute to 
the Incorporated Accountants’ Benevolent Fund, and the 
Trustees have expressed their appreciation of the generous 
support afforded. 

Some slight re-arrangement was made, as an experimental 
proposal, in regard to the retirement of members of the Com- 
mittee and the election of new members. 

The Council of the Society has expressed its appreciation 
of the valuable and continuous work of the South African 
Northern Committee. 
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DUBLIN STUDENTS’ SOCIETY 


The annual meeting of Dublin students was held on April 
26. The following Officers and Committee were elected 
for 1944-45 :—President: Mr. L. A. Mathews, A.S.A.A.; 
Vice-Presidents: Mr. R. S. Baskin, B.A., A.S.A.A., Mr. M. 
Bell, F.S.A.A.; Hon. Treasurer: Mr. J. C. Story; Hon. 
Secretary: Mr. E. A. Forster; Committee: Mr. R. W. 
Thornton, Mr. W..D. Tremble, Mr. W. B. Christian; Hon. 
Auditor: Mr. J. G. Dowling, A.S.A.A. 


RESULTS OF EXAMINATIONS 
IN PRISONER OF WAR CAMPS 


DECEMBER, 1943 
Passed in Intermediate 


ANDERSON, Rosert HuGu, formerly clerk to Atkinson and 
Boyd, Belfast. ; 

Boyce, Joun, formerly clerk to Reeves and Young, Can- 
, terbury. 

Howes, LESLIE WALTER, formerly clerk to Reeves and 
Young, Canterbury. . 


PERSONAL NOTES | 


Mr. C. E. ‘Irvine Jones, A.S.A.A., has been appointed 
Treasury Officer of Accounts (junior) in H.M. Treasury. 

Messrs. Price Waterhouse, Peat & Co. announce that Mr. 
G. W. Cox, A.C.A., C.A. (S.A.), and Mr. T. C. S. David, 
Incorporated Accountant, C.A. (S.A.), who have been asso- 
ciated with the firm for many years, have been admitted into 
partnership. The style of the firm will remain unchanged. 

We congratulate Mr. Herbert P. Gowen, O.B.E., J.P., 
F.S.A.A., and Mrs. Gowen, on their golden wedding, which 
was celebrated on May 17. Mr. Gowen is the senior partner 
in Messrs. Harman and Gowen, Incorporated Accountants, 
Norwich, a Past-President ‘of the East Anglian Society of 
Incorporated Accountants, and a former Lord Mayor of 
Norwich. 

Mr. W. J. Jackson, F.S.A.A., London, has been appointed 
Hon. Treasurer of the Church of England Youth Council. 

Mr. H. E. Fairbank, A.S.A.A., Deputy Borough Treasurer 
of Lewisham, has been appointed Borough Treasurer. 

Mr. R. P. Dalal, Incorporated Accountant, has been 
ei by the Government of India as an Accountant 

ember, Income Tax Appellate Tribunal. He has, therefore, 
ceased to be a partner in the firm of Messrs. Dalal, Desai & Co., 
Bombay, as from February 15, 1944. 

Messrs. Hodge & Baxter, Incorporated Accountants, High 
Street, Kettering, announce that Mr. H. Hodge, F.S.A.A., has 
retired from the firm as from April 30, 1944. The name of the 
firm will be unchanged. 

Messrs. C. N. Walter, Lester and Co., Incorporated Account- 
ants, 290 Finsbury Pavement House, London, E.C., have 
admitted into partnership Mr. F. C. Stoneham 


REMOVALS 


Mr. Albert V. Hussey, Incorporated Accountant, is now 
practising at Halifax House, 62-64, Moorgate, London, E.C. 

Mr. Victor H. M. Bayley, F.C.A., F.S.A.A., announces that 
he is now practising at 24 Brixton Road, London, S.W. ; 
Telephone RELiance 3619. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


At the request of the Ministry of Health, the Council 
of the Institute of Municipal Treasurers and Accountants 
has decided to cancel the Conference which was to 
have been held at Guildhall, City of London, on June 
15 and 16, 1944. : 

The annual general meeting of the Institute will be 
held at Guildhall, on June 15, but, owing to the curtail- 
ment of railway passenger traffic, delegates will be mainly 
drawn from the metropolitan area. 
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